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ADVERTISEMENTS 


The listing of a pay-roll presents little difficulty, but the fact that the 
Hollerith tabulator lists one complete line at a stroke—and not a single 
character at a time as in the case of a typewriter—makes it the fastest 
ee in the world for this type of work. 
But, tied up with the pay-roll, are such little complications as 
(a) the handling of a constantly increasing number of deductions, some 
voluntary and some statutory. 
(b) the compiling of returns for the Income Tax assessor. 
(c) the provision of a pay-slip intimating to a worker how his, or her, 
earnings are-made up. 


To the Hollerith user these are matters which do not assume the character | 


of “ complications.” They are just part of the routine—are automatically 
dealt with and, what is more, dealt with in such a way as to ensure the 


complete satisfaction of employer, employee and the Income Tax authorities. 


THERE 1S NO BETTER WAY THERE IS NO FASTER METHOD 


"HOLLERITA” 


THE BRITISH TABULATING MACHINE COMPANY LIMITED, VICTORIA HOUSE, SOUTHAMPTON ROW, LONDON, W.C.1 
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PROFESSIONAL NOTES 


The Surrender of Italy 

The rapidity of events on all the war fronts during 
the last month has stimulated a profound feeling of 
relief and thankfulness in regard to the general war 
situation. The surrender of Italy, her defection from 
the Axis, and the notable military successes on the 
Eastern and Pacific fronts, mark a definite and 
highly satisfactory stage of progress. The brilliant 
and informative speech of the Prime Minister has 
disclosed the complicated character of the military 
and political problems which the United Nations must 
sustain and solve. It is no detraction from the proper 
feeling of elation so widely shared that the Prime 
Minister reminded the country of the tenacity of 
purpgse and sustained effort which continue to be 
necessary in order to bring the war to a victorious 
and, it is to be hoped, not too distant conclusion. We 
extend our congratulations to all members of the 
profession and students serving with H.M. Forces 
who have contributed to this greatly improved 
position. 

Two Chancellors of the Exchequer 

Since our last issue death has removed from the 
public life of the country the Right Hon. Reginald 
McKenna, who was.the Chancellor of the Exchequer 
in the last war, and the Right Hon. Sir Kingsley 
Wood, M.P., who was Chancellor of the Exchequer at 
the time of his death. It is generally agreed that Mr. 
McKenna fulfilled his task at the Treasury with great 


ability. It fell to him to raise sums of such dimensions 
that previous experience provided little or no pre- 
cedent, and at that time the technique of permanent 
cheap money had not been developed. During his 
Chancellorship he introduced the old Excess Profits 
Duty, in regard to which he was advised by Dr. 
Josiah Stamp (afterwards Lord Stamp), who was then 
a member of the Board of Inland Revenue. After the 
last war, at a private gathering arranged by Mr. C. 
Hewetson Nelson, a Past President of the Society of 
Incorporated Accountants, Mr. McKenna, in present- 
ing Stamp with his portrait in oils on ‘behalf of a 
number of friends, referred to the great service he had 
received from Stamp at’the Treasury. At the end of 
the war, Mr. McKenna left the troubled area of 
politics to join the Board of the Midland Bank, of 
which he afterwards became Chairman. His speeches 
at successive annual meetings of the Midland Bank 
were carefully studied by all who. were interested in 
the relation of finance to economics, and of good sense 
to both. Mr. McKenna left no doubt that in his judg- 
ment a more progressive and less orthodox financial 

licy would have been advantageous to the country 
in resisting the severe effects of the economic de- 
pression of the ’thirties. 


It was no less a shock to the general public than to 
the House of Commons to have learnt of the sudden 
death of Sir Kingsley Wood, whose administration at 
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/ 
‘the Treasury as Chancellor of the Exchequer during 


this war has been marked with conspicuous success. 
It was an onerous task to place upon all classes of tax- 
eo the heaviest fiscal burdens known in history, 

t Sir Kingsley must have had the satisfaction of 
knowing that the country accepted his imposts with 
both courage and determination. The E.P.T. was 
already in operation when Sir Kingsley went to the 
Treasury, but he had to deal with many of the diffi- 


‘culties and anomalies to which E.P.T. has inevitably 


given rise. In his career Sir Kingsley showed marked 
administrative gifts, a remarkable capacity for hard 
work, and ability to secure team work among his 
advisers and subordinates. It was his practice to 
obtain and act upon the best advice available to him 
in formulating Treasury policy. The Prime Minister 
and His Majesty’s Government will have the sym- 
pathy of the whole country in the loss of so able and 
active a Minister. 


The Late Hon. George Colville 


There is widespread regret in the profession, and 
more particularly among its more senior members who 
knew him personally, at the death of the Hon. George 
Colville, on September 19, in his 77th year. Mr. 
Colville was Secretary of the Institute of Chartered 
Accountants in England and Wales from 1899 to 1935. 
During that period, when its prestige and membership 
were greatly increased, he had a large share in develop- 
ing the Institute’s policy. During Mr. Colville’s 
secretaryship the Institute celebrated the Fiftieth 
Anniversary of its foundation, when Lord Plender 
(then Sir William Plender, Bart.)-was the President. 
Mr. Colville was largely responsible for the arrange- 
ments, which were ple a out with conspicuous 
success. On his retirement he was presented by teh 
members of the Council of the Institute with his por- 
trait in oils by Sir William Llewellyn, G.C.V.O., to 
mark their appreciation of his services and their re- 
gard for him. The portrait now hangs in the Hall at 
the Institute. His relations with representatives of 
other bodies were marked by an unfailing and court- 
eous accessibility. Mr. Colville, while maintaining 
with conviction the point of view of the interests he 
represented, always induced in those whom he met a 
feeling of complete confidence. It was a happy cir- 
cumstance that the relations between the Institute 
and the Society were for many years in the hands of 
Mr. Colville and the late Sir James Martin, who enter- 
tained for each other high mutual regard. The tradi- 
tion of goodwill then created between the two bodies 
has been happily maintained in the wider and later 
relations between the respective professional bodies. 


Arising from his-office, it fell to Mr. Colville-to carry 
out a good deal of work for the profession as a whole, 
notably in connection with the fourth International 
Congress on Accounting held in London in 1933. He 
fulfilled the onerous and delicate duties of Secretary 
to the Congress with distinction, aided by only a small 
secretarial staff. Those who worked with him on that 
occasion have a grateful recollection of his generous 
appreciation of their efforts and his personal interest 
in them. Both during his active career and since his 
retirement, Mr. Colville gave his experience and public- 
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spirited service to a number of charitable organisa- 
tions, including the Royal National Lifeboat Institu- 
tion, of which he was Deputy Chairman, and the 


Professional Classes Aid Council, of which he was. 


Chairman. He found exhilarating pleasure in yacht- 
ing, and was a member of The Royal Yacht Squadron 
at Cowes. There was a large attendance at the funeral 
service at St. Peter’s, Eaton Square, London, in- 
cluding the President, Vice-President and Secretary 
of the Institute, representatives of organisations of 
Chartered Accountants, members of the Institute’s 
staff, and the Secretary of the Society, also represent- 
ing the President, who was unavoidably prevented 
from being present. We extend to Lady Cynthia 
Colville, D.C.V.O., and to the members of her family, 
the sympathetic regard of the Society of Incorporated 
Accountants. 


Further Education and Training Scheme 

A meeting of the Accountancy Advisory Com- 
mittee to the Appointments Department of the 
Ministry of Labour and National Service was held on 
September 3, 1943, at which the following resolution 
was passed :— 

The accountancy bodies represented at the meet- 
ing are prepared to assist to the greatest extent in 
providing facilities for ex-service men to become 
qualified members of the various accountancy 
bodies. The representatives of the accountancy 
bodies are of opinion that any candidates who are 
eligible for a grant under the scheme and who are 
regarded by the Ministry of Labour and National 
Service as prima facie suitable candidates should 
be referred to the Council of the appropriate body 
for approval and not to individual members. _ 


The Economist Centenary 

The centenary celebration of The Economist was 
honoured by an exceptionally distinguished gathering 
including the late Chancellor of the Exchequer, the 
Governor of the Bank of England, the Home Secre- 
tary, and Lord Keynes. e Chancellor of the 
Exchequer referred to the remarkable changes which 
the world has undergone in the last hundred years. 


“‘ When The Economist was born, the Origin of Species, 


Das Kapital, the internal combustion engine and the 
electric telegraph were all unknown, Germany and 
Italy little more than geographical expressions, and 
the misplaced zeal of Commander Perry had not as 
yet disturbed the long seclusion of Japan.” The 


‘Economist, said Sir Kingsley Wood, “ though I may 


not always agree with it, and although conceivably it 
may not always agree with me, is always reasonable 
pe temperate, but is never dull... . It is pre- 
eminently the journal to which our bankers and busi- 
ness leaders look for full and accurate information 
. . . yet it is certainly not a City organ in the sense 
of being dominated by a financial or a sectional point 
of view. On the contrary, its outlook is broad, its 

pathies humane, and its range of interests univer- 
sal.”” In one of his very rare public utterances, 
Mr. Montagu Norman said that Walter Bagehot did 
more than any other single individual to promote the 
transformation of the Bank of England from being 
one commercial institution among others to its - 
tion as a Central Bank, and he did it as editor of The 
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Economist. ‘‘The Bank welcomes informed and 
constructive advice, and I may go further and say 
that the City as a whole welcomes it. For this 
reason, I feel some regret over the diffusion and 
dispersion of The Economist’s interests. ... No 
other country has a journal quite like The Economist, 
and no other country has a bank quite like the Bank 
of England. Both retain the form of a privately- 
owned institution while performing an important 
public service. It may be that it is because they 
have this form that they have been able to ada 

themselves so readily to changed conditions.” In 
offering our congratulations to The Economist, we 
express Our acknowledgments of courtesies extended 
to ACCOUNTANCY, and our appreciation of its frequent 
comments on the work of the accountancy profession. 


Post-War Talks in Washington 


Lord Keynes and other British financial —ee 
including Professor Lionel Robbins, arrived in Wash. 
ington during September for discussions concerned 
with the drafting of post-war economic plans. So far 
as the actual currency plams are concerned, the 
outlook does not appear bright. The U.S. Treasury 
has published a modified draft scheme which is even 
less progressive than the original White Plan, while 
the American Bankers’ Association has issued a 
memorandum reopening the question whether any 
fresh organisation is required at all and suggesting— 
in defiance of all experience in the period between the 
wars—that all would be well if each country balanced 
its budget and its international payments. Whereas 
economic thought on this side of the Atlantic is 
dominated by fears of deflation, so that the Keynes 
Plan was deliberately designed to exert an expan- 
sionary ure on world trade, the American 
attitude is much more concerned with the danger of 
inflation. It is at present difficult to see how this 
gulf can be bridged. A complicating factor is that in 
the immediate post-war period, when goods will be 
scarce the world over, fears of inflation will have some 
substance, which suggests that a currency plan on the 


already familiar with the 


lines of the Keynes Plan had perhaps better be ~ 


deferred until the immediate period of relief and 
reconstruction is over. Unless the United States is 
prepared to accept the import surplus appropriate to 
a creditor country, the balancing factor can only be 
American lending abroad, and it ig therefore encourag- 
ing to note that proposals have been put forward for 
an international Bank of Reconstruction, to make 
loans that would not be forthcoming from private 
investors at normal interest rates. Perhaps the most 
hopeful feature of the official discussions is the 
project, originally put forward by Professor Robbins 
at the Hot Springs conference, for buffer stocks of 
primary commodities to prevent the disastrous 
slumps in primary prices which in the past have so 
often been a source of instability in world trade. 


Delegated Legislation 
The objections to “ law-making by Government 
departments ” are strikingly illustrated by the new 
regulations for fire guards which came into force last 
month. The Order itself runs to about 25,000 words 
and, even though it is accompanied by an explanatory 
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memorandum of about twice that length, still cannot 
hope to be comprehensible except to a legal mind 
vious provisions, which 
have not been restated. e new regulations were 
both published and put into force while Parliament» 
was in recess. In wartime it is, of course, very 


difficult to deny the Executive almost unlimited ~ 


wers, but these special arguments are strictly 
imited to the duration of hostilities. At all other 
times, as was recognised in a resolution accepted by 
the House of Commons in May last, “ Parliament 
should vigilantly maintain its ancient right and duty 
of examining legislation whether delegated or other- 
wise.” In a recent article in the Sunday Times, Sir 
Lynden Macassey, K.C., pointed out the danger that 
in the period between the actual cessation of hostili- 
ties and the expiration of the emergency legislation, 
the Government Departments may attempt to handle 
the initial phase of reconstruction by using their 
wartime powers, rather than present Parliament with 
a new batch of peace-time rules and regulations. 
Yet the last thing in the world to be desired, as the 
writer argued, would surely be any such attempt to 
build up the national economic life by the adoption 
of controls similar to those desirable in wartime. 
The solution, it is suggested, should be a searching 
enquiry by a Parliamentary Committee, for which the 
House of Commons will be particularly well equipped 
when Sir Cecil Carr (author of the standard works on 
delegated legislation) becomes the Speaker’s Counsel. 


Future of the Commodity Markets 


Nobody has yet ventured to answer the question 
whether free commodity markets, with forward deal- 
ings, could hope to function under a régime of ex- 
change restrictions or, in the long run, under a régime 
of cartellised production of the commodities concerned. 
A strong plea for the restoration of free markets was 
entered recently by. Mr. J. D. Wolff, the retiri 
chairman of the London Metal Exchange, who point 
out that in 1938 this market handled over £26 million 
of imported non-ferrous metals, and the prices estab- 
lished there formed the basis for business to a much 
larger value in the products made from these metals. 
Mr. Wolff emphasised the value to ore producers and 
to manufacturers of an institution in which they can 
hedge against changes in the price of raw materials. 
As to alternatives to the open market as a method of 
determining prices, he stressed the political dangers of 
Government trading and argued that for effective 
control through a cartel at least 95 per cent. of world 
output must come within any agreement. With no 
market to carry stocks if and when they accumulate, 
moreover, “‘ producers may be compelled to become 
bull speculators in their own products.” As normal 
conditions are restored, Mr. Wolff argued in con- 
clusion, the Exchange should gradually re-assume its 
former international character and with this end in 
view should be entitled to expect some assistance from 
the Government in the provision of foreign currency 
and shipping. This is a decision that will sooner or 
later have to be taken in relation to all the various 
produce markets that have hitherto been so valuable 
an element in. the manifold business of the City of 
London. 
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_PAY AS YOU GO TAXATION 


Probably the most pressing taxation question to- 
day is that of collecting taxation from employees 
as their remuneration is paid. Under the present 
system, weekly wage earners, assessed half-yearly, 
find themselves ten months in arrear in that the 
tax based on earnings of the half year to October 
5 is collected over the half year ending on the follow- 
ing July 31, and so on. Employees who are not 
included in the weekly wage-earners’ class, are in an 
apparently worse position, in that the earnings .of 
the year ended on April 5, 1943, form the basis of 
assessment for the year ended April 5, 1944, the tax 


thereon being collected over the year ending October . 


31, 1944. They would thus appear to be 19 months 
in arrear. That, however, is not wholly true, as 
the tax is in respect of the year 1943/44, so that they 
are only seven months in arrear except in so far as, 
on cessation of employment, if remuneration has been 
rising there will be additional tax payable on excess 
of actual remuneration over assessed remuneration 
for the year of cessation and for the preceding fiscal 
year.. On a falling remuneration, however, the arrears 
position is often serious, despite diminutive relief. 

The long-expected announcement of an official 
scheme, doubtless embodying the results of con- 
sultations with Trades Unions, has now been made. 

We are glad to see that the Treasury has faced 


courageously the “forgiveness” of tax, necessarily — 


involved, in order to get rid of the ten or seven months’ 
lag mentioned above. The new scheme is to start on 
April 6, 1944, up to which date the present system of 
deduction will continue, when the ten-twelfths or 
seven-twelfths of the year’s tax not then due for 
deduction will be cancelled. 

The loss to the Exchequer will only arise on the 
cessation of the employment and on balance will 
probably be confparatively small, particularly as on 
the cessation of hostilities, overtime and double pay 
for Sunday work, etc., will be reduced, earnings are 
likely to be less, and the collection of arrears in such 
cases would probably prove insuperable anyway. 

The loss to the Treasury should be compensated 
for by the collection from migratory workers who 
largely escape tax under the present system, and by 
the earlier collection of tax on rising earnings. More- 
over, the post-war credit will be correspondingly 
reduced for 1943-44. 

The new system will apply to all wage-earners 
whose wages are calculated weekly (whether manual 
workers or not) other than civil servants, railway 
officials, etc., to whom special arrangements already 
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apply. Each worker will be given a code number 
which will indicate the allowances due to him. This 
code number will be notified to the employer, to 
whom will be issued a Tax Deduction card for each 
employee, on which to enter the wages paid and tax 
deducted. Each week, there will have to be calculated 
(from Tax Tables supplied) the cumulative tax on 
the aggregate earnings to date. The excess of the 
cumulative tax over the total deductions to date will 
determine the deduction for the week. If there is an 
excess of deductions over cumulative tax, the differ- 
ence will be repaid. 

Should the worker become entitled to new allow- 
ances, he will notify the Inspector of Taxes, who will 
recode him, and notify the employer, who will then 
refund to the employee the over-deduction. If such 
a refund exceeds the tax deducted from other em- 
ployees, the employer will be put in funds by the 
Revenue. A fall in wages or period of unemployment 
will thus be followed by refunds of tax. Where 
allowances are used to discharge other assessments, 
e.g., Schedules A and D (Case III), the coding will 
reflect the position. Similarly, arrears of tax (as 
distinct from forgiven tax) will be reflected in the 
coding. Wives are regarded as entitled to earned 
income and additional personal (£80) allowances, 
unless husband and wife agree to some variation, 
which again will be worked from the coding. 

Full particulars are given in the recent White 
Paper, and we shall deal with the proposals of the 
Finance Bill in due course. We hope that this will 
be comprehensive, and not leave principles to be 
dealt with by Regulations. 

We have had the benefit of reading the articles 


- (concluded in this issue) on the U.S.A. pay as you go 


system. Both this and the Canadian schemes will 
probably require modification, as a result of ex- 
perience ; so may ours. 

It seems to us that the scheme could be simplified 
by providing for modified allowances, e.g., {1 a week 
would be easy to apply, and is not far from the £50 
a year for a child. If all allowances were in terms of 
a round sum per week, the weekly charge would be 
simpler. We had hoped the complication of tax tables 
would be avoided, e.g., the tax should be at a stated 
rate on the £ so long as the wages less the week’s 
allowances do not exceed a certain limit, with a higher 
rate thereafter. It,is going too far for the moment, 
but we look forward to the day when national insur- 
ance and income tax may be collected by stamps 
affixed to a card, probably one stamp for both. 
Simpler allowances would reduce the codings, and the 
absence of the need for tax tables reduce labour, both 
to employers and to the Revenue. Moreover, they 
would reduce the likelihood of clerical errors. 

Many employers have had special staffs to cope 
with the present deduction scheme, and will need 
more for the new one. Is it too much to suggest that 
their pay be met by the State, under safeguards 
against abuse? In concerns paying E.P.T., the 
State already pays these wages, and other employers 
should be placed on the same footing. 

The Treasury has shown courage in its proposals, 
and we hope that they will not stop until perfection 
is reached. 
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Discussion of the British and United States cur- 
rency plans has led to much talk of “ equilibrium 
rates of exchange”’ and the “ over-valuation” or 
“ under-valuation””’ of currencies. The object of 
this article is to consider briefly what is implied in 
these concepts which, simple enough when once 
explained, are otherwise apt to be confusing to the 


» man in the street. At the present time, consideration 


of their meaning may be of assistance even to students 
of economics, for many people nowadays would 
question whether a country’s currency can ever be 
said to be “in equilibrium” if that country is 
suffering from severe unemployment. 

Let us first consider the conventional usage, which 
has reference purely to the state of a country’s balance 
of payments. Under normal conditions, it is assumed 
that a depreciation in the external value of a country’s 
currency, other things equal, will lead to a reduction * 
in its imports and an increase in its exports. As a 
hypothetical example, if sterling declines in terms 
of dollars (e.g. if the dollar rate falls from $5.00 
to $4.00 to the £) people here will buy less from 
the United States, because American goods have 
become dearer to them, whereas Americans will find 
this a cheaper market to buy from than before and 
will tend to increase their purchases. On this basis, 
it follows that there is some rate of exchange for 
sterling, some value in terms of all other currencies 
taken together, at which our imports and exports 
will exactly balance. This is what is meant by an 
“equilibrium rate of exchange,” which it is the 
object of the currency plans to discover and maintain. 


Equilibrium Rate of Exchange 

It will be understood that imports and exports in 
this sense include not only the exchange of mer- 
chandise but also “ invisible’ exports, such as the 
earnings of the mercantile marine or interest on 
overseas investments. More precisely, then, the 
equilibrium rate of exchange for a currency is that 
at which the country’s balance of payments on 
current account is in equilibrium.* Let us suppoSe 
that, given the prevailing levels of costs and prices 
in each country, $4.00 to the £ would be the equi- 
librium rate of exchange between sterling and dollars. 
If the rate of exchange, without any movement in 
the relative price levels in Britain and the United 
States, were to shift to $5.00 to the {, then sterling 
would become .““ over-valued ’’ and the dollar would 
become “‘ under-valued.” For the effect of Such a 
shift in the rate of exchange would be to make the 
United States a cheap place to buy from, so that 
American exports would tend to exceed imports, 
while in this country the position would be precisely 
the opposite. The United States would have a 


* There is a complication here in the case of a country, 


such as our own, te which other countries link their currency. 
Thus, “ sterling ’’ may be said to be in equilibrium vis-a-vis 
other countries, even if the United Kingdom has an unfavour- 
able balance of payments, if our import surplus from non- 
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Currencies 


[CONTRIBUTED] 


favourable balance of payments on current account 
and we should have an adverse balance. 
If rates of exchange are free to fluctuate and find 


their own level in the foreign exchange market, then | 


such a situation could not persist for more than a 
very short time.f The position is different when 
the two currencies are linked in some form of inter- 
national exchange standard, such as the gold standard. 
In this case, a rate of exchange other than the equili- 
brium rate can be maintained for some considerable 
time through shipments of gold. To take the case con- 
sidered above, without some such mechanism this 
‘country’s excess of imports from the U.S.A. would 
be reflected in a shortage of dollars which would lead to 
an appreciation of the dollar in the foreign exch 
market, i.e. a shift back from $5.00 towards the 
assumed equilibrium rate of $4.00. But if dollars 
can be purchased by shipments of gold as well as of 
goods, and if this country is able to pay for its 
import surplus by means of gold shipments, then 
sterling can be maintained at an “ over-valued” 
level so long as the gold reserve holds out. 

It would, of course, be wrong to su that the 


‘gold standard simaply means paying for an import 
gold. 


surplus by means o e whole point of the 
gold standard, indeed, is that movements of gold 
should induce the country losing gold to contract 
credit and reduce money incomes, and the receiving 
a to expand credit and increase incomes, so 
that the balance of payments between the two is 
restored to equilibrium and the fixed rate of exchange 
once again becomes the equilibrium rate. One 
difficulty is that, if money rates of wages are highl 
rigid, the deflation in the country losing gold will 
reduce imports only by producing unemployment 
(so that those thrown out of work are unable to buy 
imported goods) and will not make the exports 
of that country more attractive. A further difficulty 
is that if the country receiving gold fails to use it as 
the basis for an expansion in money incomes, this 
throws the whole burden of the adjustment on to 
the shoulders of the deficit country. To put its 
balance of payments in order, the latter would have 
to deflate money incomes far more severely than 
would be necessary if the surplus country were doing 
its part by expanding incomes and increasing its 
purchases abroad. This is a point that has been 
kept well in mind by the framers of the Keynes plan, 
though not, unfortunately, of the White plan. It 
should be noted that, im principle, the Keynes plan 
differs little from the gold standard, properly 
worked. e technical purpose of gold is simply 
to enable one country to purchase the currency of 
another; and there is no reason why the mutual 
exchange of international credits should not perform 
this particular purpose equally well. 

¢ This is not, of course, to suggest that in a free market 
exchange rates will always be at the equilibrium level. On 
the contrary, they will fluctuate widely according to the 
momentary excess of demand or supply for each currency. 
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Full Employment 

It has been seen that if money costs are not 
flexible, deflation to correct an adverse balance of 
payments will result in unemployment. In other 
words, the “ equilibrium rate’’ for a currency, in 
the sense of the rate at which imports and exports 
balance, can in such a case be maintained only if a 
substantial proportion of the country’s resources 
remains unemployed. Most people nowadays would 
prefer to say that in this situation a currency is still 

“* over-valued ”’ in the true sense and that the true 
equilibrium rate is one consistent with full employ- 


ment internally. 
Other things equal, ‘full employment will entail 
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a lower external value for the currency, because the 
expansion in money incomes associated with the 
absorption of the unemployed into production will 
lead to an increase in imports without a corresponding 
expansioninexports. In the bad old days of economic 
nationalism, such a depreciation would have been 
calculated to evoke retaliation from other countries. 
The main hope for the future is that full employment 
will henceforth be recognised as the primary objective 
of monetary policy in all countries. Given a simul- 
taneous policy of full employment in, for example, 
the United States and this country, the equilibrium 
rate for sterling would be much higher than if 
American imports were kept down by a high level 
of unemployment in that country. 


Taxation of Wages in Wartime America’ 


By MARY E. MURPHY, Ph.D. (Lond.), C.P.A. 
II-NCOME TAX : 


In addition to the Victory tax, just described, 
another law, titled the Current Tax Payment Act 
of 1943, applies to individual incomes effective 
July 1, 1943. Its three features include the 
objectives: (1) to provide for the forgiveness of all 
or part of income taxes for 1942; (2) to collect 


taxes at the source on wages by withholdings starting 


July 1, 1943; and (3) to provide for the current 

yment of taxes on income other than from wages. 
The regular computations of income tax and victory 
tax will be made at the end of this year and every 
taxpayer must file a final accurate income tax and 
victory tax return for 1943 before March 15, 1944, 
to determine his exact tax liability. 

The forgiveness of taxes applies to 1942 or 1943, 
whichever year has the smaller tax. The amount 
abated is the entire amount of such smaller tax if 
it amounts to $50 or less; if it amounts to over 
$50 then the abatement is 75 per cent. of such tax, 
but at least $50. The amount not abated (25 per 
cent. or the excess over $50, as the case may be) 
will be payable one-half on March 15, 1944, and the 
remainder on March 15, 1945. In the meantime, 
there will be credited against the correct tax liability 
(1943 or 1942, whichever is greater) the payments 
already made on March 15 and June 15, 1943, on 
the 1942 tax and, in addition, amounts to be paid 
September 15 and December 15 on an estimated 
1943 tax declaration. There will also be credited 
any victory tax withheld up to July 1 and the new 
20 per cent. withholdings provided after July 1. 
The law also provides for a windfall tax for any 
person whose income in the year abated is $20,000 
greater than the highest income year of 1937 to 
1940, inclusive. This tax limits the abatement to 
an amount equal to the tax at 1942 or 1943 rates 
(according to the year abated) on the highest base 
year income increased by $20,000. 

5 Amourt to be Withheld 

Starting July 1, 1943, employers are required (in 

place of the present 5 per cent. victory tax) to with- 


* The first section of this article, dealing with Victory 
Tax, was published in our issue for September, 1943. 


hold 20 per cent. from pay envelopes and salary checks 
after taking into consideration specific family and 
dependency exemptions. -These exemptions are 
$624 a year for single persons; $1,248 for married 
persons or heads of families, with $312 for each 
dependant. The married exemption of $1,248 can 
be claimed by either spouse, but if split must be 
divided equally. Compensation subject to with- 
holding includes wages, salaries, commissions and 
bonuses. Each employee must furnish his employer 
with a signed withholding exemption certificate 
indicating his familf¥ and dependency status. This 
official document will substantiate the withholding 
exemption which applies and will enable the 
employer to calculate the amount to be withheld. 
If no certificate is filed, withholding will apply to 
the entire amount of wages. A new certificate must 
be furnished ten days after any change occurs in the 
family status and also upon commencement of new 
employment. The exemptions are shown in the 
following table :— anh. 


e i all exemption exemption first for 

exemp' head of 

family 

$ $ $ § § 

Weekly oon) 24 12 0 i 
Bi-weekly ... 24 48 24 0 12 
Semi-monthly... 26 — 52 26 0 13 
Monthly a 104 52 0 26 
ly - 156 312 156 0 78 
i-annually 312 624 312 0 156 
oan” - 624 1,248 624 0 312 
tes oe Ae 3.40 1.70 0 0.85 


The 20 per cent. withholding tax will apply to 
all wages in excess of the exemptions shown, but 
withholding must be at least 3 per cent. of the pay- 
ments in excess of the victory tax withholding 
exemptions as follows :— 


Each person 

' Pay-roll Period —— cote Fang 
" ys 
Weekly ... $12 
Bi-weekly... 24 
Semi-monthly 26 
Monthly ... 52 
Quarterly 156 
Semi-annually 312 
i doe 1.70 
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October, 1943 
The standard weekly withholding table follows :— 


IF THE PA¥Y*ROLL PERIOD WITH RESPECT TO AN 


EMPLOYEE IS WEEKLY 


~! AND, SUCH PERSON I5 A MARRIED PERSON CLAIMING NONE 
*: PERSONAL EXEMPTION FOR WITHHOLDING AND HAS— 
OR, (2) SUCH PERSON IS A MARRIED PBRSO 
CLAIMING HALF OF PERSONAL EXEMPTION 
and FOR WITHHOLDING AND HAS— 
dents | dent | dents | dents | dents | dents | dents | dents 
OR, (3) PERSON Is A SINGLE PERSON 
AND HAS— 

But _dents | dent | dents | dents | dents | dents | dents | dents 
At | less OB, @ SUCH PEROON Is A MARRIED 
least | than PE IN CLAIMING ALL OF PERSONAL 

EXEMPTION FOR WITHHOLDING 
AND HAS— 
dents | dent | dents ' dents | dents | dents 
OR, (6) SUCH PERSON IS HEAD OF A 
FAMILY AND HAS— 
No 
or 
one de-| dents | dents | dents | dents | dents 
The amount of tax to be withheld shall be— 
$0 gio $i-00 enecce Leceeds | 6becee | cocks | 000069 | cocece | dense P Heese foceece 
10 | 15 | 2-50 | $1-30 | $O-10 | 22.2 | cweeee | aeveee | aveeee | aoveee | eeveee [nmeess 
15 | 20] 38-50} 2-30| 1-10 | $0-20 | $0-20 | $0-20 | $0-20 | $0-20 | $0-20 | $0-20 
20 | 25 | 4-50| 3-30/ 2-10/| -90 +30 -30 +30 +30 *30| +30 
26 30 | 56-50) 4-30 8-10 | 1:90 +70, +50 “50 +60 -50 +50 
; ; , . a-20| 1-00} -70| -70| ~70| +70 
or so] B98] $80) $88) 8:83) S90] 00] ago] soo] aoe] aoe 
B) SR) ee] te) 8] ce) 8) ce] Pe) te] re) te 

7 " . 10- " . . ° ° . . 
% go ed ib-00 13-00 11-40 | 10-20 9-00 7-80 6-60 5-40 4-20 

90 . . 14 13-40 | 12-20 | 11-00 9-80 8-60 7-40 | 6-20 
Id a Bag Se ead od 

0 . . 18- 17-40 . . . . . . 

io 120 33-00 31-80 30-80 19-40 | 18-20 | 17-00 | 15-80 | 14-60 | 13-40 | 12-20 

. ° ° +40 | 20-20 | 19-00 | 17-80 | 16-60 | 15-40 | 14°20 
i 14 4 $5.00 rit} 33-40 22-20 | 21-00 | 19-80 | 18-60 | 17-40 | 16-20 
140 | 150 | 29-00 | 27-80 | 26-60 | 25-40 | 24-20 | 23-00 | 21-80 | 20-60 | 19-40 | 18-20 
150 | 160 | 31-00 | 29-80 28-60 27-40 | 26-20 | 25-00 | 23-80 | 22-60 | 21-40 | 20-20 

. . ° e 28-20 | 27-00 | 25-80 | 24-60 | 23-40 | 22-20 
180 | 190 | 37-00 | 35-80 | 34-60 | 38-40 | 32-20 | 31-00 | 29-80 | 28-60 | 27-40 | 26-20 
190 39-00 | 37-80 | 36-60 | 35-40 | 34-20 | 33-00 | 31-80 | 30-60 ' 29-40 | 28-20 
$200 or 26% of the excess over $200 plus 
over | $40-00 |$38-80 |$37-60 |$36- 40 |$35-20 |$34-00 | $32-80 |$31-60 | $30-40 |$29-20 


Similar detailed tables are issued for use where 
the pay-roll period is bi-weekly, semi-monthly, 
monthly and daily or miscellaneous. 

The employer has the option of computing the 
20 per cent. withholding on wages in excess of 
exemptions for each employee, or he may take ad- 
vantage of the standard tables provided (see above). 
Use of the tables for the various wage brackets, 
pay periods and family exemptions, instead of com- 
puting independent and separate taxes for each case, 
avoids much administrative detail. The resulting 
slight variations from the exact 20 per cent. tax 
applying will be adjusted by the employee at the 
end of the year on the tax return, when additional 
important adjustments also are required. Employers’ 
returns and payments of amounts withheld are due 
at the end of the month following each current quarter 
unless the Secretary of the Treasury requires more 
frequent payment. The employer must furnish 
each employee by January 31, or at the termination 
of employment, with a statement of wages paid and 
amounts withheld during the calendar year. 
Duplicates of these receipts will take the place 
information returns formerly filed. 

The withholding tax is not a new form of tax but 
is considered a means of saving tax money, as it is 
earned, so that the employee may meet his tax due 
March 15 of the following year. It is not applied 
in the case of members of the armed services, 
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ministers of the Gospel, farm workers, domestic 
servants, casual employees, workers abroad and 
non-resident aliens (except Canadians and Mexicans 
regularly crossing the border). 

Returns to be Filed 

For employees with at least $2,700 wages if single, . 
or $3,500 if married, or any taxpayer with a total 
of $500 income if single or $1,200 if married, including 
at least $100 income from sources other than wages, 
an estimated tax declaration must “be filed on 
September 15, 1943, or December 15, 1943, in the 
case of farmers. This is for the purpose of estimating. 
1943 income and paying one-half of the balance of 
the estimated tax in excess of amounts already paid 
or to be paid or withheld. On December 15 the other 
half of the estimated balance will be paid, and a 
correction will be permitted if the original estimate 
was too high or low. By March 15, however, there 
must be filed a final accurate income tax and victory 
tax return for the preceding year. A 6 per cent. 
interest penalty will apply to under-estimate of 
tax exceeding a 20 per cent. leeway allowed, but 
honest over-estimates and withholdings will bear 
interest. After 1943 the estimated tax declaration 
for each year is to be made currently on March 15 
(December 15 in the case of farmers), and quarterly 
payments of estimated taxes will be made, with 
annual corrections allowed. The new law provides 
for an increase to $1,500 of the exemption against 
service pay for persons in the armed services, in 
addition to the regular exemptions allowed to single 
or married persons ; it also cancels the income tax 
owed by 4 person dying while a member of the 
armed services during the war. 

Each employer is required, under the new Act, 
to file Form W-1 on or before the last day of the 
month following the close of each calendar quarter 
on which he reports the aggregate amount of tax 
withheld in the preceding quarter. He may elect 
to remit the tax withheld during the last month of 
the quarter direct to the collector instead of paying 
it to banks insured by the Federal Deposit Insurance 
Corp. In addition to Form W-1l, each employef 
on every January 31 must file W-3, a reconciliation 
of the quarterly W-ls, and copies of each W-2—the 
statement to be given to the employee stating tax 
withheld. These forms, it is believed, will be the 
same as corresponding forms under the victory tax 
which have been previously described. 

These two taxes, the victory tax and the with- 
holding tax, represent the American adoption of the 
pay-as-you-go feature and the extension of this 
plan to large groups of employees throughout the 
country. Their utilisation has entailed the develop- 
ment of detailed accounting records and the expansion 
of accounting staffs, as well as the initiation of strict 
pay-roll control. From the economic angle many 
observers feel that the two taxes still do not provide 
the Treasury with sufficient revenue or impose strict 
enough control over wages and incomes. The 
Administration is now considering a new tax Bill 
which, when enacted, should achieve these objectives 
and, also, simplify the records and returns now 
required of all American employers and employees. 

(Concluded) 
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The Income Tax and Trade Debts 


By W. B. COWCHER, 0O.B.E., B.Litt., Barrister-at-Law 


The judgments in the recent case of Absalom v. 
Talbot (C.A., April 20, 1943, T.R. 119), have made 
live issues of two important questions, viz., how trade 
debts should be regarded in the ascertainment of 
profits or gains for income tax purposes, and the right 
of the Inland Revenue to make “‘ concessions ”’ which 
affect the amount of the taxpayer’s liability. The 


present article is concerned with the first of these 


questions. 
The Income Tax Acts do not define “ profits or 
gains,” but in Rule 3 to Cases I and II of Schedule D 


is sub-rule (i), which prohibits the deduction of “‘ any 


debts, except bad debts, proved to be such to the 
satisfaction of the Commissioners, and doubtful debts 
to the extent that they are respectively estimated to 
be bad. In the case of the insolvency of a debtor, the 
amount which may reasonably be expected to be 
received on any such debt shall be deemed to be the 
value thereof.’ 

The debts in question are those which arise in the 
course of a trade, etc., within Cases I and II of 
Schedule D. But these will vary greatly in their 
characteristics. Thus, most trade debts, unlike those 
which arise from the carrying on of a profession, are 
subject to discount if paid within customary credit 
periods, and often carry interest if not so paid. In 
addition, there are very large classes of debts which 
arise out of transactions upon the “ easy payments ” 
system, including building society mortgages. These 
give rise to debts which are essentially present debts 
payable in the future. In times of price fluctuations or 
trade disturbance, these long period debts will tend to 


_ show variations of value during their currency. 


Considering for the moment the ordinary book debts 
of a trade, it will be agreed that the ordinary com- 
mercial practice of drawing up a balance sheet is one 
whereby the sound debts which have arisen out of 
sales are regarded as subject to the discounts usual in 
the trade, and a discounts reserve is created which 
represents, or is ogee to represent, the total 
amount whereby the aggregate of the nominal 
amounts legally owing will be reduced if accounts are 
paid a There is apparently no statutory 
authority for a reserve in respect of such expectant 
trade discounts, although the Revenue practice of 
following the traders’ accounts so long as the deduc- 


tion is reasonable is universal. As regards bad and — 


doubtful debts, the general practice in sound account- 
ancy would seem to be one whereby all trade debts 
due to the trader are regarded as circulating assets 
until they are paid or become finally bad, and where- 
by each doubtful item is valued afresh at each balance- 
sheet date. In addition, there will probably be created 


_ general reserve, justified upon the ground that 


whilst it will not be known which parti debts are 
to become bad or doubtful, the records of past trading 
show that each year a percentage of loss will arise 
which may vary greatly or may be very stable, de- 
pending upon the type of trade. 

Unfortunately, however, for this sound practice, 
the tax system of this country has never been freed 


completely from the effects of the income 

regarded as an annual tax in relation to which each 
trade year has to be regarded as self-contained and 
standing by itself. In the Privy Council case of 
Gleaner Co. v. Assessment Committee (1922, A.C. 169), 
Lord Buckmaster said, regarding Rule 3 (i): ‘‘ Their 
Lordships think that this exception must apply to the 
general provision as to the debts, and that as the debts 
which may not be deducted are debts that have 
accrued due to the tax-payer in the year’s trading, 
but have not been received, so the exception is out of 
that amount, and bad and doubtful debts are, conse- 
quently, bad or doubtful-debts arising out of the year’s 
trading and ascertained and determined to be bad or 
doubtful during that year.’’ Subsequent variations up 
or down in the values of such debts were held to be 
irrelevant for purposes of assessment; and their 
Lordships refused to attach any importance to the 
long-established U.K. practice. 

Such a devastating interpretation of the sub-rule 
neither the Revenue nor the commercial and in- 
dustrial community wished for, and apart from a few 
“ piratical’”’ appeals, the Gleaner decision has been 
tacitly ignored. 

The possibilities of trouble arising from this state 
of affairs have become a reality as the result of 
Absalom v. Talbot. There, the question arose out of 
house-purchase transactions which differed in legal 
nature from those reviewed by the House of Lords in 
Cronk v. Harrison (1937, A.C. 185, 20 T.C. — The 
sale-price of a house, less the cash payment by the 
purchaser and the first mortgages of the building 
society, was secured by a second mortgage payable by 


' instalment over 14 years and/or by a promissory note 


payable by instalments over 4 years. All instalments 
were payable with interest. The purchaser was under 
no obligation to pay except as and when each instal- 
ment fell due. 

Scott, L.J., said that the case for the Crown was 
that the whole of the selling-price must, for the pur- 
poses of income tax, be brought into the builder’s 
accounts as at the moment of completion, and that 
the part of the cost which was left outstanding must 
be brought in at its face value unless within the same 
year of assessment it was proved to be bad or doubtful. 
Reference to the extract from the Gleaner judgment 
given above will show that “ year of assessment ” 
should a ntly be ‘“‘trading year”; and the 
difference is important, especially as, at the inception 
of the present tax and at the time of the Gleaner case, 
the basis of assessment was a three years’ average. 
Luxmoore, L.J., did not deal with the point ; but du 
Parcq, L.J., declared that: “the proof or estimate 
of bad or doubtful debts under the Rule must, in 
strictness, be made in, as well as for the purposes of, 
the year of assessment.” Quite clearly, it may make 
a very considerable difference, even now with a one- 
year basis, whether the estimate of bad and doubtful! 
debts is to be made by reference to the position at the 
close of the trading year or by reference to the } eqomes 
in the year of assessment, presumably at the time 
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when the Additional Commissioners make the assess- 
ment or, alternatively, when it is reviewed upon 


ap 
sel L.J., after pre Seigg in five questions the 
income-tax problem of debts, put a sixth question : 
“‘ Are the above commercial ways of treating debts, 
which are intended to bring the accountancy results 
of businesses carried on for profit into harmony with 
their true commercial ts over a succession of 
, consistent with income-tax law ? If the answer 

is No, as it may well be, a very serious defect exists in 
our tax legislation and one which calls loudly for 
statutory amendment.” He declared that there was 
no positive provision in the Income Tax Acts that 
debts are to be included in computing “ profits or 
gains.” By means of a lengthy historical review, he 
reached the conclusion—one not reached by his 
colleagues—that for income-tax purposes the debts 
to be taken into account in computing profits were only 
those which fell due for —— in the accounting 
— upon the results of which the assessment was 
. This conclusion, whatever its merits, obviously 
differed from the Gleaner principle, because the latter 
restricted the purview to debts arising out of the year’s 
trading. He recognised however that his proposal did 
not meet the doubtful debts point and, therefore, he 
considered that the only solution to the whole prob- 
lem was legislative amendment putting the taxation 
of profits upon “the footing of actual receipts.” 
(He made no mention of “‘ payments ” although these 
are, or soon would be, of almost equal importance.) 
Luxmoore, L.J., carefully analysed the contract in 
the case and the way it had been regarded by the 
Special Commissioners. The conclusion reached by 
him was that where the purchaser elected to pay part 
of the purchase price with interest by equal instal- 
ments over a number of years the vendor was bound 
for the purposes of ascertaining his annual profits to 
bring in the capital value of the instalments at a sum 


equal to the capital sum repayable by those instal- . 


ments. The interest element was income in the periods 
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of receipt. The capital sums were “ debts ” in ordin- 
ary parlance, whether the due date of payment had 
arrived or not ; and he could find nothing in the Acts 
or Rules to limit the meaning of ‘‘ debts ”’ as had been 
done by Scott, L.J. And, as it could not be proved 
that, in the year of sale, a purchaser’s debt was either 
bad or doubtful, there was no answer to the Crown’s 
ent. 
tte did, however, think that it might have been 
open to the appellant to prove that having d to 
the experience of past years a percentage of debts did 
turn out to be irrecoverable, and so to claim that the 
whole of the debts incurred in any year were doubt- : 
ful, and, consequently, a percentage deduction could 
be made. This question did not, however, arise on the 
case, and his remarks are, therefore, obiter. They are 
none the less suggestive. 
In a judgment distinguished by clarity of reasoning, 
du Parcq, L.J., said that “ any debts” in the Rule 
must be taken to include all obligations which a trader 
would naturally describe as ‘“‘ debts,”’ and there could 
be no doubt that debts payable in the future by virtue 
of contract fell within the description “ any debts.” 
Speaking of the hardships which might arise from the 
strict application of the Rule, he said: “ it is not the 
duty of the Courts, when times and conditions change, 
to put a new interpretation on statutory provisions so 
as to mitigate their possible harshness. If changed 
conditions demand a ch in the law, Parliament 
alone can change it.” The significance of this declara- 
tion will not be overlooked by the Revenue authorities. 
Absolom v. Talbot may go to thie Lords; but the 
Revenue is unlikely to regard an application for assist- 
ance to this end with any enthusiasm. Legislation, 
long overdue as the result of the Gleaner decision, has 
now become imperative. As to its nature, there would 
seem to be no question. The income-tax provisions 
regarding trade debts should be made to accord with 
sound rules of accountancy, which, in turn, will be 
based upon sound economics. This means, in 
substance, the legalisation of present methods. 


Lectures on Post-War and War-Time Problems’ 


We are becoming accustomed to these interesting little 
_ books, each containing three lectures delivered to the 
Incorporated Accountants’ Students’ Society of London 
and District, which have now been appearing half- 
yearly for some time. The complete series bids fair to 
become an adequate account of war-time practice and 
of the outlook prevalent in the profession. é‘ 
The present issue opens with a discussion of post-war 
reconstruction by Mr. Collin Brooks, in which he vigor- 
ously calls attention to the dangers into which the 
various planning groups may presently run us. Next, 
Mr. C. W. Bird discusses the adjustment of war-time 
financial difficulties, and the juxtaposition of these two 
lectures suggests to the reader who is going straight 
through the booklet that the real need is perhaps that 


*A SERIES OF THREE LEcTURES. Post-War Reconstruction 
by Collin Brooks, M.C. ; War-Time Financial Difficulties and 
Their Adjustment by C. W. Bird, B.Sc. ; Substituted Stan- 
dards for Excess Profits Tax by Percy F. Hughes, A.S.A.A. 
aa Accountants’ Students’ Society of London and 


Mr. Bird and his colleagues in the Liabilities (War-Time 
Adjustment) Offices should prepare to take in hand the 
war-time controls and “ adjust ’’ them as speedily as 
possible on the cessation of hostilities, having regard to 
the natural individualism of the ordinary Briton and his 
love of freedom in all‘his enterprises. 

Finally, we read a highly technical, but very valuable, 
explanation of the complicated rules in relation to sub- 
stituted standards for excess profits tax. All students 
are aware of the important provisions contained in 
Financé Act, 1940, Section 27, by which certain busi- 
nesses entitled to a profits standard may abandon this 
standard in favour of one calculated on another basis. 
Such provisions are available where there were no profits 
or only very small profits in the standard years, or in 
cases in which paid-up share capital did not fully repre- 
sent the value of the assets employed:in the business. 
Mr. Hughes is to be congratulated on the success with 
which he in these very complicated matters, and 
students who listened or read will feel that all that could be 
done for the simplification of the sections has been done. 

Altogether, one of the most interesting of this series of 
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booklets. It is to be hoped that the considerations 
brought forward so ably by Mr. Collin Brooks will be 
kept prominently in the mind of the public, and all who 
have professional dealings with debtors whose difficulties 
are a result of the war will be well advised to acquaint 


TAXATION 


E.P.T. and income tax are so interwoven in many 
respects that it may be well to follow a common set of 
circumstances through to their conclusion. Let us take 
the case of a company with a highly paid employee, 
renumerated on commission, and assume the following 


E.P.T: Employee’s 
Profit Renumeration 
Year ended March 31, 1939 _ £5,000 
jo 1940 
" 1941 
. - 1942 — 
o ° ma 1943 38,000 6,000 

(The E.P.T. profits are before any application of 
Section 32, Finance Act, 1940.) 

After negotiation, the maximum remuneration allow- 
able, under Section 32, was agreed at £8,000. The em- 
ployee’s other income was static at {£2,500 a year. 
Section 32 was not applied for N.D.C. 

The E.P.T. liability of the company was as follows : 
Chargeable accounting 

period, year to Mar. 

 ) or ose .-- 1940 1941 1942 1943 
E.P.T. Profits as ‘ ‘ ‘ 

above ws» «ee 40,000 50,000 48,000 38,000 
Remuneration dis- 

allowed... oo 4,000 3,000 —_— 


40,000 54,000 51,000 38,000 
Standard Profits ... 36,000 39,000 37,000 35,000 


4,000 15,000 14,000 3,000 


E.P.T. oon ..- 2,400 15,000 14,000 
Less recouped from 

employee under 

Section 34, Finance 

Act, 1941 ... seit 3,000 


E.P.T. borne... £2,400 £15,000 £11,000 £3,000 
— — 


As a result of the remuneration disallowed in 1940-41 


(not recouped) the company has additional E.P.T. of 
£4,000 but ‘‘ saves’ income tax thereon in 1941-42 at 
10s. = £2,000. ; 

The employee’s position is affected as follows : 


1940-1 1941-2 1942-3 1943-4 


Assessments on earned ‘ ‘ 
income... ... 8,000 12,000 8000 6,000 
Actual earned income 12,000 8,000 6,000 — 
As the actual earned income for 1941-42 and 1942-43 
is more than 20 per cent. less than the asseSsed earned 
income, “‘ diminution of earned income” relief would 
be claimed, with the following results : 


. 1941-42 
ec in earned income, £4,000 at 


£ s. 4. 
2,000 0 0 


October, 1943 


themselves with the valuable exposition given by Mr. 
Bird, who has managed to pack into a small compass an 
astonishing amount of information as to the law and 
practice. A summary of Mr. Bird’s lecture appears on 
page 13 of this issue. 


Disallowed Remuneration 


Less increase for 1940-41 
Income tax, £4,000 at 8/6 = {£1,700 
Sur-tax £4,000 at 8/3 = 1,650 


Increase in income tax ... ~ ... 1,350 
Relief from sur-tax, 1941-42, £4,000 
at 8/3 vie i oat aa 
Net relief aa - one £300 


1942-43 
Decrease in earned income, {£2,000 
at 10/- ine ae eee bas 1,000 
Relief from sur-tax : 


500 af 8/3 
ghsoo at 7/. > ea ae 731 


Total Relief... ews ane wee £1,731 


a 


Had the employee voluntarily waived the disallowed 
remuneration in 1940-41, his assessments for 1941-42 
would have been amended tg his effective remuneration, 
£8,000. As he did not do so, the assessments stand, with 
the result that diminution relief has to be claimed, which 
increases the tax for 1940-41 (taken into account in the 
relief for 1941-42). The results can be summarised as 
follows : 

Company : Additional E.P.T., 1940-41 £4,000 
Less Reduced Income Tax, 
1941-42 2,000 
—— £2,000 
Employee : Additional tax, 1940-41 ae £3,350 
(1941-42 is adjusted to actual by 
the relief) oe 
Additional tax paid on £4,000 aie £5,350 


A restriction in remuneration for a chargeable account- 
ing period which extends over March 31, 1941, may have 
an apparently more complicated effect, but is not actually 
so. The excess remuneration is disallowed for the whole 
period but is only recoupable from April 1, 1941, and the 
apportionment is simple enough. 

Finally, particularly where “ family ’’ concerns are 
involved, there is a tendency to attack the allowance of 
“‘excess”’ remuneration for income tax purposes. 
Whether this can be successfully resisted depends on the 
facts of each case. 

The effect of non-recoupment of the additional E.P.T. 
payable, either voluntarily after March 31, 1941, or be- 
cause the employee is not willing to come into the picture 
before that date, may be to create a loss for income tax 
purposes, in respect of which a Section 34 loss claim may 
be made in the same year, or which may be carried for- 
ward under Section 33, Finance Act, 1926. So long as 
tax on the loss is recouped in one of these ways, the 
result is as indicated in the above example. If, however, 
the loss cannot be utilised, the net cost of the dis- 
aJlowance is increased by the income tax thereon. 

Other aspects arise, but sufficient has probably been 
said to remind readers of the avenues down which tax- 
ation leads us to-day. 
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Agricultural Holdings Act, 1923 

It is understood that payments to a former tenant for 
disturbance under the Agricultural Holdings Act, 1923, 
have been held by the — Commissioners to be 
capital. 
Canteens for Workers 

In a great many businesses to-day, the cost of main- 
tenance of canteens is a not inconsiderable expense, and 
it is therefore of importance that this cost be charged in 
arriving at the profits for taxation, being an allowable 
deduction. 


Post-War Credit 

A new form, D.C.17, is now issued to married women 
with their assessments, pointing out that the post-war 
credit certificate will normally be sent to the husband, 
but if it is desired that the credit be divided, the form 
must be completed. There are two sections, the first 
for completion where there is agreed division, which 
needs the signature of both spouses, and the second for 


«division by the Inspector, which requires signature by. 


the wife only. 


Assessment Notices 

Inexperienced staffs are of necessity employed on 
routine work in the offices of the Inspectors of Taxes. 
It is therefore of greater importance than ever to check 
every figure in assessment notices, as clerical errors creep 
in, quite apart from any normal grounds on which 
appeals will arise. 
Avoidance 

Not the least of an accountant’s trials to-day is the 
constant stream of enquiries from clients as to means by 
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as Taxation Notes 


Recent Tax Cases 


which the heavy burden of taxation may be alleviated. 
A strong attitude is required to make it quite clear that 
the profession is against artificial, though legal, dodges, 
and the provision of Section 35, Finance Act, 1941, is 
helpful in this respect. It is to be feared that there will 
OFS Rae he ee ee ee ae 


E.P.T. and Income Tax 

When a deficiency is set against a previous excess, and 
relief is given by repayment, the amount of the deficiency 
so relieved is brought into credit for Income Tax purposes 
in the period in which the deficiency occurs (Section 
18(1), Finance (No. 2) Act, 1939). If, however, the 
E.P.T. has not been paid, and relief is given by set off, the 
Revenue practice is to reduce the E.P.T., and so reduce 
the amount deducted in the period of the excess for 
Income Tax purposes (see Section 15(2), Finance (No. 2) 
Act, 1939). In a recent appeal, the Revenue practice 
was disputed, the appellant contending that in all such 
cases the deficiency must be credited in the year in which 
it arose. The Special Commissioners, however, held that 
the Revenue practice correctly interpreted the Act. The 
result is, of course, that there may be two answers to the 
same question. If the taxpayer pays the E.P.T. and 
obtains repayment, the deficiency is credited for Income 
Tax purposes in the year of the deficiency. If only the 
amount of E.P.T. as reduced by the subsequent deficiency 
is paid, the effect is to bring the deficiency into credit in 
the year against the excess of which it is set. 

In many cases this benefits the taxpayer, but it still 
cannot be regarded as consonant with equality between 
taxpayers. In every case where E.P.T. has not been 
paid, it will be well to consider whether payment and 
repayment would not be more advantageous than set off. 


By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Schedule D—Tvrade—Profits of exchange—Dollars for pur- 
chases—War and cessation of purchases—Dollars com- 
pulsorily sold to Government—Profit on sale—Whether 
trade receipt. 

Imperial Tobacco Co. (of Great Britain and Ireland), 
Lid. v. Kelly* (C.A., June 8, 1943, T.R. 169), was noted 
in our May, 1943, issue. In the Court of Appeal the judg- 
ment of Macnaghten, J., in favour of the Revenue, was 
unanimously affirmed. In the present writer’s previous 
note upon the case he questioned whether the decision in 
McKinlay v. H. J. Jenkins & Sons, Lid. (1926, 10 T.C. 
372), was a valid interpretation of the factual position ; 
and it is to be observed that the Master of the Rolls, who 
gave the only judgment, expressed a similar opinion. 
The net result is, therefore, that in every case where it 
is claimed that a profit or loss on exchange is outside the 
ambit of income taxation the issue will be decided upon 


the particular facts. Leave to appeal to the Lords was. 


refused. 


Income Tax—Advance to foreign company—Repayments 
subject to discount—Premiums—Whether receipts of trade 
—Income Tax Act, 1918. Schedule D, Case III, ade 1 
(b) ; Case V, Rule 2. 

The case of Lomax v. Peter Dixon and Por Lid. 
(C.A., July 8, 1943, T.R. 221), was noted in our issue of 


*In “ Taxation Reports ” the Respondent in the Court of 
Appeal is shown as ‘“‘ Commissioner of Inland Revenue.” 


June last. In the Court of Appeal the decision of 
Macnaghten, J., in favour of the Revenue was unani- 
mously reversed. The judgment of the Court was 
delivered by the Master of the Rolls, who gave an exhaus- 
tive and highly valuable analysis of the whole problem 
as to when, in the case of certain classes of loan trans- 
actions, the compensation representing the element of 
capital risk as distinct from consideration for the use 
of money constitutes income for tax purposes. The 
case will, no doubt, go to the Lords, as the Revenue can 
scarcely leave the matter as it now stands. 

In the present writer’s opinion the Revenue case was 
made very difficult by reason of what was conceded. 
To quote from the judgment : 


“There is no suggestion that this agreement was 
other than a bona fide commercial transaction. The 
business object of it is apparent from the terms of the 
agreement and the circumstances in which it came to be 
made as set out in the stated case. The fact that the 
appellant company owned all the shares in the Finnish 
Company cannot affect the situation one way or 
another, once it is conceded that the making of the 
agreement was a perfectly bona fide affair.’’ ° 


Excess Profits Tax—Minimum eS ee pro- 
prietor—Full-time—Finance (No. 2) Act, 1939, 
13 (2) ; F.A. 1940, Section 31 (1). 

In C.I.R. v. Alexander — Lid. (Court of Session, 
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June 15, 1943, T.R. 221), the Scottish Court addressed 
itself to the problem left unsolved by C.I.R. v. Frank 
Stone (Kidderminster), Ltd., a case noted in our issue of 
July, 1942. The question here was whether a lady, 
seventy-six years of age, director of the respondent 
company, was a “ working proprietor’ within Section 
13(2) of the 1939 Act as amended by Section 31(1) of 
F.A. 1940. She attended the business from 9.30 a.m. 
until noon on four days a week but not in the afternoon. 
On Wednesdays, she. attended all the working day, and 
also on Saturdays, when the hours of work were from 
9 a.m. until noon. In July she attended the whole 
working day every day. If all the hours of her attend- 
ance were added up they amounted to more than half 
of the total working hours of the business and her attend- 
ance was all that was necessary for the efficient conduct 


of the business. She had no other business interests. 


The Special Commissioners had held that she had 
“‘ during more than one half of the chargeable account- 
ing period in question, worked full time in the actual 
management or conduct of the trade or business.” 

The Lord President said that the fact that the work 
which the director gave to the company enabled her to 
do all that was necessary was irrelevant. The definition 
was not concerned with the extent of the work required 
for management but with the amount of work per- 
formed by the proprietor personally. Here she had not 
worked full time for any substantial part of the charge- 
able accounting period. He did not think it legitimate 
to add up all the hours of part time work and compare 
the total with the total working hours of the ‘business. 
She had to work full time and her full time had to exceed 
the one half of the period. 

Lord Fleming agreed without reservation. Lord 
Moncrieff, although agreeing, held that whilst the 
aggregation of half time working hours to make full time 
working days was not permissible, the aggregation of 
full time working days scattered through the year was. 
Lord Carmont was of opinion that what was required 
was that the individual should work “‘ what is substan- 
tially her full time in the business ’’—the italics are in 
the report—and that it could not be said that she had 
done so. 

The case, although important, obviously does not 
settle the whole problem, because of the four judgments 
only that of Lord Moncrieff specifically approved “‘ scat- 
tered’ full time working, whilst the word “her” in 
Lord Carmont’s judgment obviously gives ample food 
for thought. 

The worthlessness from the legal standpoint of the 
definition in question was apparent from the first, and 
it would seem to be regrettable that, after four years, 
it should continue to exist in breach of at least three of 
Adam Smith’s four great canons of taxation—equality, 
certainty, convenience and economy. 


Income Tax—Payiment made for the use of chattels— 
Whether taxable by deduction—Income Tax Act, 1918, 
Case III, Rule \(a) ; Cases I and II, Rule 6(5) ; Case 
VI; General Rules, Nos. 19 and 21. 


Re Hanbury (C.A., October 18, 1939, T.R. (1943) 
215), was a case where, pursuant to an order of the Court, 
the respondents had made a payment to the appellant 
in respect of the use of certain chattels belonging to 
him used in connection with a colliery business; and 
the question was whether tax was deductible. A little 
over £20,000 had been awarded in respect of the user 
from June 20, 1931, to June 20, 1938, and a further sum 


of £2,700 for a subsequent period. In the Chancery 


October, 1943 


Division, Forwell, J., had held that the payment was 
not a payment of capital but was made up of yearly 
payments very similar to rent. He had, therefore, held 
that tax was deductible by the payers. In the Court 
of Appeal, his decision was unanimously reversed. The 
only judgment was delivered by the Master of the Rolls. 

He said that it.seemed from his judgment extremely 
— that Forwell, J., had considered the matter 

m the standpoint of whether the money was capital 
or was a sum of an income nature with regard to which 
income-tax would be payable. But this ultimate ques- 
tion did not arise on the case and if they held that the 
right to deduct did not exist, their decision did not 
conclude the question so far as the Revenue was con- 
cerned. He held that the argument succeeded that, 
even if the sum involved had the necessary quality of 
recurrence to make it an annual sum, it was not within 
either Rule 19 or Rule 21 of the General Rules. There 
were two classes of annual payments to be considered. 
There was the annual payment which the Acts regarded 
as being ‘‘ pure income profit”’ of the recipient, not 
diminished by any deduction, such as payments of in- 
terest and payments of annuities. These were payments 
regarded as income of the recipient and payments by 
the payer “‘ which go out of his income altogether.” 
In the other class were payments, none the less annual, 
whose quality and nature made it impossible to treat 
them as “ pure profit income.”” Referring to the judg- 
ment of Scrutton, L. J., in Earl Howe v. C.I.R. (1919, 
2 K.B. 336, 7 T.C. 289), he quoted by way of illustration 
the example there given of a yearly payment made to 
a garage proprietor for the hire of a motor car. If the 
owner of a business hired chattels under an agreement 
it was a sum which “ came into the computation of 
ascertaining the profits,’’ i.c., was not a part of the 
profits. As to the owner of the chattels, was he ‘‘ bound 
to submit to having the sum he so received treated as 
pure income profit ’’ with no deductions at all, or “‘ was 
it a sum in respect of which he is liable to direct assess- 
ment, and would be entitled to put forward such claim, 
if any, as he may have on the other side of the account ? ”’ 

He held that the similarity of the wording of Rule 
l(a) of Case III and of Rule 19 of the General Rules 
resulted that in order to bring a payment within Rule 
19 it was necessary to show that the case was a proper 
one for assessment under Case III. The same test 
applied to Rule 21. He held that the payment under 
consideration was not so assessable but, assuming lia- 
bility to tax, it was assessable under Case VI; and if 
‘‘ within Case III it cannot also come within Case VI, 
which is a sweeping-up Case and nothing more.’”’ As he 
had come to the conclusion that the payment in question 
did not fall under Case III, Rules 19 and 21 did not 
apply. 

As regards the argument based upon Rule 6(5) of 
Cases land II of Schedule D, which deals with machinery 
or plant let upon terms that the lessee maintains and 
restores it, he held that it was “‘a very special rule 
dealing with the case and the case only, as I read it, 
where an assessment under Schedule A covers machinery 
or plant, as of course will always happen where the 
machinery or plant is affixed to the premises.” 


The Board of Trade have, with the approval of the 


Treasury, decided that, in of the six months 
beginning October 1, 1943, and ending March 31, 1944, 
the rate of premium payable under any policy issued 
under the business scheme shall be at the rate of 5s. 


per cent. 
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ACCOUNTANCY 13 


War-Time Financial Difficulties and their 
Adjustment 


Mr. C. W. Bird, B.Sc. (Liabilities Adjustment Officer, 
London South), explained the working of the Liabilities 
(Wartime Adjustment) Act, 1941, in a lecture to the 
Incorporated Accountants’ Students’ Society of London 
and District on May 12. 

Mr. Bird pointed out that the Act was passed 
especially to afford relief to persons, firms and private 
companies who, as a result of war circumstances, found 
themselves in financial difficulties. Knowledge of it 
had still not reached many who might avail themselves 
of its provisions. They included export traders to the 
Far East; firms depéndent upon supplies from the 
Continent; individuals deprived of income from 
investments which had slumped; builders unable to 
operate but burdened with mortgages; people whose 


businesses, premises or houses were unusable through 


enemy action but still carried liabilities ; shopkeepers ; 


boarding-house keepers; professional men; and men 
whose Service pay was much below their pre-war 
earnings. 

The Act did not provide direct financial assistance, 
but machinery by conciliation or by Order of the Court 
to avoid bankruptcy or liquidation and to enable the 
person concerned to carry on. 

Anyone in actual or prospective financial difficulties 
owing to war circumstances could apply to an Adjust- 
ment Officer for advice, and for assistance in arriving 
at an equitable and reasonable scheme of arrangement. 
If he had a business the scheme should, if possible, 
enable him to preserve or recover it. Consultation was 
free and proceedings before the Adjustment Officer were 
private. He could often suggest a solution without 
framing a formal scheme. As an impartial officer he 
could frequently bring debtor and creditor together 
in a way which could not be done by a paid agent of 
the debtor. 

A scheme which would vary the terms of a lease, 
mortgage or contract must have the assent of the other 
parties. The rights of preferential creditors must be 
recognised as in bankruptcy. The casé must be one 
in which the Court would have jurisdiction to make 
an Adjustment Order, and the debtor must not be 
released (except by consent of the creditor) from a 
liability from which he would not be released by an 
order of discharge in bankruptcy. Subject to these 
provisions, the Adjustment Officer could approve any 
scheme which he considered just and reasonable if it 
had the assent of the debtor and a bare majority in 
number and value of the creditors who had proved their 
debts. A scheme thus approved was binding on all 
creditors in respect of provable debts. 

Accountants could often render professional assistance 
in the preparation of the statement of affairs, and 
sometimes in the administration of a scheme or as 
trustees, although in most cases the scheme was super- 
vised so far as necessary by an Adjustment Officer. 

If a scheme could not be drawn up, the debtor might 
apply to the Court for the adjustment and settlement of 
his affairs. The Adjustment Officer might support 
the application with a special ad hoc report. 


Application to the Court for adjustment of a debtor's 
affairs might also be made by a creditor if he was 
prevented from exercising his normal legal remedies 
by the Defence (Evacuated Areas) Regulations, 1940, or 


' if the debtor was already being relieved under Section 1 


of the Courts (Emergency Powers) Act. The advan- 
tages of this provision were not sufficiently recognised 
by creditors and their advisers. 

The grounds on which application might be made to 
the Court under Section 3 were specified rather more 
precisely than the requirements for schemes of arrange- 
ment under Section 1. 

A Protection Order was normally made at the pre- 
liminary hearing of an application to the Court. Its 
main purpose was to act as a “safety curtain,” 
shutting off action against the debtor and his pro- 
perty on outstanding liabilities until his case had been 
investigated. But it often embodied interim provisions 
to safeguard the position. The Adjustinent Officer 
was then instructed to investigate the debtor’s affairs, 
and his report would be considered at an adjourned 
hearing by a Judge, normally in private. Creditors 
could attend or be legally represented, and the debtor 
could be cross-examined. The Judge would then make 
an Adjustment Order. The Order would be adminis- 
tered by the Court or by the Adjustment Officer, but 
professional assistance by “way of receivership, 
accountancy, etc., might be required in suitable cases. 
When the debtor had fully complied with the Adjustment 
Order he could apply for an Order of Discharge. An 


Adjustment Order might be revoked on such grounds as * 


non-compliance by the debtor, fraudulent preference 
or other failure to act in good faith towards creditors, 
or because, owing to undue complexity or for any 
other reason, the case was not suitable to be dealt with 
under the Act. 

An Adjustment Order must deal with the payment 
of proved debts, either in full or to such extent as the 
Court considered practicable. Provision must be made 
for maintenance of the debtor and his family, for current 
payments such as rent, taxes and mortgage interest, 
and for the costs of the . Realisation of 
property might be deferred if desirable, and special 
provisions might be applied to safeguard business 
assets, with due regard to. the prospects of the business 
and the likelihood of ultimate benefit to creditors and 
debtor. Hire-purchase contracts and mortgages might 
be modified. 

The application of the Act to private companies 
afforded a way of avoiding liquidation to a compan 
afflicted by the war and having a business or goodwill 
worth preserving. 

To avail oneself of the Act entailed little expense or 
publicity, and did not constitute an act of bankruptcy. 
An application could be made at any time unless a 
receiving or winding-up order had actually been made. 
The debtor need not be insolvent—and the earlier he 
applied the better were the prospects of a satisfactory 
settlement. Full information was available at any 
Adjustment Office, and the address could be obtained 
at a County Court Office or Citizens’ Advice Bureau. 
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14 ACCOUNTANCY 


The Month in the City 


FINANCE 


Italy and the Markets 

The Stock Exchange looks well ahead, and the fall 
of Italy was consequently not made the occasion for 
any spectacular victory boom. Its immediate effect 
was, however, to accentuate the trend which is already 
well established. It raised the prices of securities which 
are expected to do better after the war, and depressed 
those which might do worse. Rightly or wrongly, these 
two classifications of ‘‘ peace’’ and “ war’”’ securities are 
becoming increasingly clear-cut in the investor’s mind, 
though the process of selection within the two groups 
still has a long way to go. In the “ peace” category 
we find all those sections of the home industrial market, 
stores, textiles, electricals, and so on, which should 
benefit from the post-war re-stocking and reconstruc- 
tion demand. This category also includes European 
bonds, oil and gold shares, and Far Eastern securities 
generally. The “ war”’ group, on the other hand, con- 
~sists mainly of long-dated gilt-edged, Home Rails and 
diamond shares. The decline in the irredeemable and 
long-dated British Funds has been a fairly persistent 
market phenomenon for the past six months. At the 
end of last year the price of 2} per cent. Consols was 
82%; by the middle of September it had fallen to 78}. 
On the other hand, the medium and short-dated stocks, 
which provide capital security, have tended to improve. 
Thus, Conversion 2} per cent. 1944-49 have risen from 
101} to 101% over the same period. These movements 
clearly reflect some anxiety about the fate of the Govern- 
ment’s cheap money policy after the war, but whether 
this anxiety is justified is far from certain. The Govern- 
ment has the ability, and appears to have the intention, 
to maintain controls dufing the transition period, and 
in face of the demand for full employment it is unlikely 
to accept any international currency scheme which 
might involve deflation at home. The depressing factor 
for Home Rails, the second of the two “‘ war”’ groups, 
has been the knowledge that the present rental agree- 
ment might terminate a year after the end of the war. 
Afterwards the future is uncertain, but whether it is 
so uncertain as to justify a yield of 8} per cent. on 
L.N.E.R. second preference is a matter of opinion. 
Finally, diamond shares, despite good current dividend 
prospects, have been affected by the possibility of a 
decline in the demand for industrial stones after the war. 
This seems quite likely, but, on the other hand, the 
release of purchasing power after the war, particularly 
if there is any fear of inflation, might stimulate the 
market for gems, which provide the bulk of the industry’s 
profits. 
Turkey and Egypt 

War in the Middle East has meant heavy Allied 
purchases from Turkey and Egypt without a corres- 
ponding increase in those countries’ imports. In each 
case the result has been an accumulation of overseas 
balances, which are to be used in the redemption or 
repatriation of external debt. Turkey proposes to 
redeem the whole of the old Ottoman Empire debt, 
which consists of the three series of the Turkish Debt 
74 per cent., 1933. Redemption will be at par, but since 
the loan is expressed in francs, and British holders will 
presumably be paid in sterling, it remains to be seen 
just what “ par’’ means. Will conversion be at the 


pre-war rate, the Giraud rate of 200 francs to the pound, 


or some rate based on the cross-rate through neutral 
countries ? The announcement states that bonds whose 
last coupons were paid in England, or which were pur- 
chased in this country before publication of the redemp- 
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tion notice, will be repayable in England. Now, although 
no coupons have been paid in England recently, it has 
apparently been possible to cash them in Switzerland, 
and some bondholders have availed themselves of this 
opportunity. It seems, therefore, that any subsequent 
purchaser of bonds whose last coupons have been cashed 
abroad will be disqualified from receiving repayment in 
sterling. There are also some points which require 
clarification in the Egyptian proposals. Here the inten- 
tion is to replace external debt with internal loans, which 
will perform a useful function in absorbing excess pur- 
chasing power at home. It is not clear, however, whether 
sterling bondholders are only to be offered redemption, 
or whether they will also have the option of converting 
into these internal loans. The latter alternative would 
probably not be very attractive in view of the exchange 
risk. The Egyptian Government has the right to re- 
deem the bonds at any time now, but it remains to be 
seen whether the operation will be carried out directly 
or by means of Treasury vesting order. The fact that the 
terms of the redemption are for repayment at par has 
led to a fall in Egyptian Unified, which now stand at 
1014, as compared with 1054 before the redemption 
proposals were made known. 


Argentine Repatriation 

Yet another country to announce the intention of 
repatriating external debt is Argentina. The amount 
involved is about £31} million, and since the Argentine 
Finance Minister is reported to have said that part of the 
accumulations of foreign-currency would be employed 
for this purpose, it is evident that there has been a very 
large increase in sterling balances since the end of last 
year, when the figure was about {19 million. The 
largest of the issues which are to be repatriated is the 
44 per cent. Conversion Loan, of which there is £13 
million outstanding. Others affected are the 4 per cent. 
1897 bonds and various State Railway obligations. 
These developments naturally raise the question whether 
British investments in Argentine industry, agriculture, 
public services and railways will ultimately be treated in 
the same way. The Argentine authorities clearly have 
this possibility in mind, but it must be remembered that 
the nominal value of British investments in the Argen- 
tine railways alone is about £250 million. It would 
probably be argued in Argentina that the railways were 
no longer worth anything like so large a sum. The 
British contention, however, is that the decline in the 
railways’ earning power has been largely the result of 
unsympathetic legislation. Given the nationalistic feel- 
ing at present prevailing in Argentina, a repatriation of 
the railway investments may be the best ultimate solu- 
tion, provided that Argentina is willing to pay a fair 
price. 


Building Society Merger 

The process of integration in the building society 
movement has now resulted in the amalgamation of two 
of the largest units. The union of the Abbey Road 
Building Society with the National Building Society 
creates a new society, the Abbey National, with assets 
of over £80 million. Before the merger, the Abbey 
Road was second in size to the Halifax, with assets of 
over £126 million, and the new developments conse- 
quently leave the order unchanged. The advantages 
claimed for the amalgamation are increased security 
for depositors, and important economies of administra- 
tion. It will be interesting to see to what extent this 
financial benefit is passed on to borrowers. 
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ACCOUNTANCY ? 15 


— Points from Published Accounts 


Gaumont- British 

Because of the social questions involved, the process 
of unification in the cinema industry has been arrested 
in terms of a gentleman’s agreement between the leading 
producers and exhibitors on the one hand and the Board 
of Trade on the other. In recent times the process has 
made itself felt chiefly in the growth of influence of the 
Rank interests; and, whatever the larger issues it has 
raised, there can be no doubt that shareholders of the 
companies concerned have benefited from a much fuller 
exposition of the affairs of these enterprises. The 
accounts of Gaumont-British provide a case in point. 
Those for 1941-42 incorporated a consolidated balance 
sheet—the first to be presented since 1936, when the old 
board bowed to the express wishes of the shareholders— 
and now those for 1942-43 are drawn up so as to show in 
detail the impact of taxation upon the profits of the 
group. Last time the earnings of the corporation and 
its subsidiaries were stated at {1,714,291 after the 


deduction, inter alia, of E.P.T. and N.D.C. On this 


occasion, however, the earnings are disclosed before 
providing for any taxation, and the 1942-43 figure of 
£2,747,347 is compared officially with a surplus of 
£2,391,545 for the earlier period. This method has the 
double advantage of revealing the true course of trading 
profits and the amounts payable in E.P.T. That 
charge, together with N.D.C., absorbs £735,562, against 
£502,239, while a further £808,811, in comparison with 
£573,493, is provided for income tax. The E.P.T. posi- 
tion is, however, not yet clearly defined, and the sum 
reserved is admittedly generous, while among the factors 
making for a heavier income tax provision is a final 
switch from the practice of providing only for the legal 
liability to that of providing for future taxation payable 
on the year’s profits. These matters are set out with 
admirable clarity in the chairman’s statement, and the 
consolidated balance sheet is no less precise: tax provi- 
sions of £1,369,329 are included with current liabilities, 
while a separate entry is accorded to “reserves for 
income tax 1943-44 and taxation contingencies, including 
deferred repairs,”” which amount to /1,080,814. 


Watney Combe Reid 

Watney Combe Reid is one of a number of companies 
that have recently made changes in the method of 
presenting their accounts in consonance with develop- 
ments in general accounting practice. One useful 
modification is that income tax and N.D.C. is shown asa 
separate charge of £646,727, whereas previously this 
provision was deducted before striking the trading profit 
—and that without any mention at all being made of it. 
On the other hand it is to be regretted that information 
which previously was provided, and which, indeed, gave 
the accounts a distinctive flavour, is now withheld. 
Until this year these were separate debits for trade, 
office advertising and miscellaneous expenses ; carriage 
and delivery ; rates, taxes and insurance; cooperage ; 
bad debts ; compensation fund levy and licence duties, 
and other items. These are all now deducted before 
arriving at the trading profit. So is the amount pro- 
vided for depreciation, but in this case there is an 
incidental advantage arising from the fact that pre- 
viously a provision of an undisclosed amount for deferred 
repairs was lumped with this item. Current repairs and 
depreciation proper having been treated in the new 
style, the deferred repairs provision is left segregated as 
a.separate appropriation; it amounts to £400,000, as 
compared with {£200,000 for 1941-42. Now that we 
know the weight of this debit it seems reasonable to 
conclude that a large part at any rate of the sum in 


question has been provided /from taxed profit, a conclu- 
sion which is not vitiated by the chairman’s statement 
at the meeting that ‘“‘ a more accurate assessment of the 
current percentage increase applicable to the cost of 
repair work has shown it to be prudent but by no means 
excessive to add £400,000 to the existing reserve of 
£280,000.”" The point is by no means academic. So 
long as the provision for deferred repairs could not be 
separated out from the provisions for current repairs and 
depreciation it could, in any calculation of net profits, 
only be included with those provisions as an obligatory 
charge. On that basis the net profit for the past year ‘ 
would be £447,835, against £668,005 in 1941-42. But if 
we now treat the deferred repairs provision as an optional 
allocation the net profit is raised to £847,835, following 
on £868,005. 


Coast Lines 

Investors who may have had their interest in Coast 
Lines shares quickened by rumours—promptly denied— 
of a deal between the company and another under- 
taking can have extracted little advantage from a study 
of the recent accounts. Of a balance sheet total of 
£7,572,668 what are described as fixed assets account for 
£5,967,100; but £4,728,894 of this represents invest- 
ments in subsidiary companies, whereas operating 
assets under the company’s immediate control aggre- 
gate only £827,261. Despite the overwhelming import- 
ance of the interests in subsidiaries no consolidated 
balance sheet is submitted. This omission is particu- 
larly regrettable at the present time, for there is no means 
of knowing whether ship losses have, from year to year, 
resulted in the accumulation of large quick resources 
within the group. The general experience of shipping 


‘companies has been that insurance recoveries, though 
' below to-day’s cost of new building, have greatly 


exceeded the written down value of ships lost. Two 
consequences are that tonnage replacement reserves 
have been accumulated and that cash and investment 
holdings have grown very appreciably. Yet Coast Line 
shareholders are left in ignorance of any changes that 
may have* occurred in the constitution of the assets 
backing the main balance sheet item. 


Union Cold Storage 

The accounts of Union Cold Storage are never very 
informative ; it is an old score of complaint that although 
interests in subsidiaries are the chief asset-—at December 
31 last they accounted for £13,092, 182 of a balance sheet 
total of £19,515,430—there is no consolidated balance 
sheet to elucidate the significance of this item. The 
report for 1942 notes that during the year there was 
added to the provision for contingencies a surplus of 
£907,925 on sale and loss of ships. Large as it must be 
in total, this reserve is bulked with creditors, accrued 
charges and tax provisions in an omnibus item of 
£5,173,438. At the least that part of the reserve which 
comprises in effect a tonnage replacement reserve might 
well be stated separately. It would be interesting to 
know, too, whether the contingencies reserve includes 
any reserve arising from credit accrued on Government 
tonnage replacement account. Most shipping companies 
treat such a credit as a contingent asset rather than as 
an asset of immediate worth, but whatever the practice 
in this respect the amount of the credit is generally 
indicated. In this case we are left to guess whether the 
debtor balances of £1,512,316, which may well be made 
up in part of claims due from underwriters, do not also 
include an unspecified sum due from the Government 
when rebuilding is ultimately undertaken. 
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ACCOUNTANCY 


Publications 


{ 


Standardised in Germany. By H. W. 
Singer. National Institute of Economic and Social 
Research, Occasional Papers V. (Cambridge Uni- 
versity Press. Price 6s. net.) 

This is a useful and timely publication, from which we 
get a very fair idea of the attempt by the present German 
‘administration to impose a uniform system of cost and 
financial accounting over the greater part of the German 
industrial structure. It is a system closely linked with 
the compulsory organisation of trades into groups, 
for the very gocd reason that a well-developed accounting 
system is a primary factor in the reorganisation of 
industry. 

The basis of the German system is a ‘‘ Model Chart 
of Accounts’’ uniform for all firms within a section, 
with a detailed ‘‘ Plan of Accounts” uniform for each 
group within a section, and the general arrangement 
has to be left undisturbed in order to safeguard the 
principle of comparability. It is urged that the system 
bridges the gap. between the academic treatment of 
accounting problems and its practical application. One 
of its most interesting features is the attempt to separate 
plant as a technical unit from business as a commercial 
unit in the clear distinction which is drawn between 
workshop and financial accounting. 

The workshop part of the system claims to present 


a set of figures from which all outside monetary variations — 


are eliminated with a view to determining real costs 
of production ; in other words it is a method of quantity 
accounting in terms of fixed monetary units. Adjust- 
ment accounts are set up for price variations to effect 
a reconciliation between the workshop and financial 
accounts, although it is not altogether clear from the 
text how this works. In fact, it would be very useful 
to the English accountant to see a set of transactions 
worked through the whole system. As might be ex- 

ted, the vigorous control of prices and wages imposed 
in Germany tends to reduce to a minimum the variations 
in the adjustment accounts. The workshop book 
entries are kept in the form of a special manufacturing 
cost sheet. This is an essential document, and an 
example is given in the second Appendix to Dr. Singer’s 

per. In this example the total of the column for 
“‘ Book figures ’’ is misleadingly printed as 40882 instead 
of 140882. 

Reviewing the whole system within the setting of a 
fully controlled economy, it does seem that there is 
considerable force in the argument that job costing 
must sooner or later give place to a method of costing 
which throws up de ental efficiencies, and which 
allocates profits to clearly defined production centres, 
since here, it is contended, are to be found the real 
sources of weakness and success. Another feature, 
much emphasised, is that comparison of costs between 
different periods in the same business is far less important 
than a comparison of costs between different undertak- 
ings within the same industry. Dr. Singer quotes the 
following p e from the text of the “‘ Uniform Costing 
Principles’: ‘‘ The ultimate great aim of the reform 
of pos ne is the mutual exchange of experience 
between those responsible for the conduct of affairs in 
all business undertakings belonging to one industry. 
This cannot be achieved without a uniform system of 
cost accounting.” - 

In war-time uniform cost accounting systems have 


obvious merits and greater emphasis is laid on industrial 
accounting than on financial accounting. But in the 
last analysis it is always the latter which measures 


ultimate success or failure, and we should not take 


our eyes off the advantages to be gained from a reason- 
able degree of uniformity in the design of financial 
accounts, particularly those of companies, more especi- 
ally if capital resources are to be controlled and directed 
into the right channels. The German system attempts 
both uniformities and there is much to be gained from 
a close study of it. We are grateful to Dr. Singer for 
giving us this opportunity. 


Facts About British Banks and the War. By 
Norman Crump. (P. S. King & Staples, Ltd., 
London. Price 6s. net.) 


This is a little book of 44 pages prepared originally 
for use overseas by the Ministry of Information, but 
made available for internal circulation by the Banking 
Information Service. It is a very clear and, within the 
limits of space, a complete account of the financial and 
administrative developments in British banking. 

It is unlikely that the “ City Man ”’ will find anything 
in it with which he is not familiar, but if the general 
public and newcomers to professional offices can be 
persuaded to read it with care it may prove a very 
valuable introduction to the whole complicated — 
of the financial machine. 


Gost Accounts. By L. Whittem Hawkins, F.C.A. 
Tenth edition. (Gee.& Co. (Publishers), Ltd., 
London. Price 2ls. net.) 


Older students who were brought up, as far as 
matters are concerned, on S and Whittem 
Hawkins, will be glad to know that a new edition of 
Whittem Hawkins is now available, which repeats the 
features which made it so valued a students’ textbook 
for past generations. The fact that a tenth edition 
has been called for is sufficient testimony to its use as 
an explanation of principles and a guide to practice, 
and accountants who have not a copy on their shelves 
for reference in the everyday work of examining cost 
accounts will be well advised to supply themselves with 
a copy of the new edition. 

The book first discusses general principles and then 
gives detailed consideration to the various elements 
of cost. It includes useful diagrams and a booklet of 
forms with full particulars, leading up to a manufacturing 
account, so bound as to lie flat before the reader for 
easy reference when perusing the text. 


BOOKS RECEIVED 


War Damage Guide. By John Burke, Barrister-at- 
Law. (Sweet & Maxwell, Ltd., London. Price 
10s. 6d. net.) 

Burke’s Loose-Leaf War Legislation. Edited by 
Harold Parrish, Barrister-at-Law. 1943 volume, 
Parts 3-6. (Hamish Hamilton (Law Books), Ltd., 
London. Price 6s. net each part.) 

Commodity Control. By J. Bray Freeman, Barrister- 
at-Law. First Supplement to June 1, 1943. 
(Butterworth & Co. (Publishers), Ltd., London. 
Price. 3s. net ; main work and supplement, 15s. 
net.) 
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LAW _ 


COMPANY LAW 
Private companies—Restriction on transfer of shares— 
Undertaking to vote as required. 

In Greenhalgh v. Mallard (1943, 2 All E.R., 234), the 
Court of Appeal dealt with matters of importance to 
private companies. In March, 1941, the appellant 
entered into an agreement whereby he undertook to 
provide £11,000 in the form of subscriptions for deben- 
tures in a private company in urgent need of capital. 
Certain shares were to be allotted to the appellant and 
to three directors of the company. By a collateral 
agreement it was provided that the three directors 
should vote with and support the appellant, who would 
thereby gain control of sufficient votes to enable him to 
carry an ordinary resolution. In November, 1941, how- 
ever, each of the three directors sold all but 100 of his 
shares to certain other members of the company, and so 
the appellant lost control. By the company’s Articles it 
was provided that no shares in the company should be 
transferred to anyone not a member so long as any 
member might be willing to purchase them at a fair 
value. The Articles further provided that if any member 
desired to sell or transfer any of his shares, he should 
notify the directors by written notice. The appellant 
contended that the restrictions on transfer applied to 
sales to members as well as to non-members and that, 
as in this case, the shares had not been offered to members 
as a whole, the transfers were invalid. The Court of 
Appeal held, however, that the language of the Articles 
was not sufficiently clear to cut down the right of transfer 
inherent in the ownership of shares; therefore the re- 
striction applied only on sales to non-members. It was 
also contended that the three directors, in parting with 
their shares, broke their contract by putting it beyond 
their powers to support the appellant with the votes 
necessary to an ordinary resolution. On this it was 
held that the contractual obligation was only to vote in 
respect of whatever shares the three directors might 
have or acquire, and that the obligation ended when the 
shares were sold. There could, therefore, be no question 
of a restriction covenant affecting the shares in the hands 
of the purchasers. 


EXECUTORSHIP LAW AND TRUSTS 

Perpetuity period—W ills—Descendants of Queen Victoria. 

In order that the “ dead hand ” of a testator may not 
control the distribution of his capital indefinitely after 
his death, the rule against ‘perpetuities was established, 
whereby a bequest which is not charitable will fail for 
remoteness if distribution is postponed longer than the 
period of 21 years after the death of a life in being at the 
testator’s death. In order to take the fullest advantage 
of the maximum period allowed by law, it was not un- 
common for testators to seJect 21 years after the death of 
the last survivor of a considerable group of persons, e.g. 
“the descendants of Queen Victoria.’’ Distribution 
might, by that device, be postponed for a century, for a 
descendant of Queen Victoria who was an.infant at the 
testator’s death, might live another 80 years after his 
death, and there would still be 21 years to run after the 
death of such descendant. It is, of course, difficult to 
ascertain who are the descendants of Queen Victoria 
living at a given date. It has been held by the Court of 
Appeal, however, that that difficulty of ascertainment 
does not invalidate such a bequest. In the recent case of 
Re Leverhulme (1943, 2 All E.R., 274), these questions 
came before Morton, J. The first Lord Leverhulme died 
in 1925. By his will he directed his trustees to set aside 
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Legal Notes 


certain shares and hold them upon trusts until the date 
of distribution, which was to be 21 years after the death 
of the last survivor of the following persons: (1) his 
executors and trustees ; (2) his descendants living at his 
death ; and (3) the descendants living at his death of the 
late Queen Victoria. In this case it was contended that 
it was impossible to ascertain with accuracy who were 
the descendants of Queen Victoria living in 1925, and 
further, that in the troubled circumstances prevailing 
in Europe it would be even more difficult (perhaps im- 
possible) to prove the date of the death of such descend- 
ants. Therefore, it was contended, the trusts declared 
were void for uncertainty. A sum of £3,000,000 was in- 
volved. Interesting evidence was filed as to the descend- 
ants of Queen Victoria. It showed that at the testator’s 
death in 1925 there were at least 134 such descendants, 
but that it was difficult to ascertain how many of them 
were then alive, also that the proof of the fact and date of 
death of all such descendants who were alive in 1925 
might present insuperable difficulty. They had settled 
in almost every country in Europe. Morton, J., pointed 
out that if the trusts were valid at the testator’s death 
in 1925, they could not be invalidated by any subse- 
quent events which made certain matters more difficult 
of proof. He held that as the testator died in 1925, he was 
bound by the authority of the Court of Appeal in Re 
Villar (1929, 1 Ch. 243), to find that the present trusts 
were valid. But he issued a warning to testators and 
draftsmen that his decision referred only to a testator 
who had died in 1925. That did not mean that a similar 
trust (making use of the formula “‘ the descendants of 
Queen Victoria ’’) would be valid in the case of a testator 
who died in 1943 or later. The difficulty could now be 
met by referring to a later monarch whose descendants 
would not be so numerous or so scattered. \ 


INSOLVENCY 
Bankruptcy—Settlement within two years of bankruptcy— 
Agreement for payment to debtor's wife and daughter. 

In Re Schebsman, deceased (1943, W.N. 171), Uthwatt, 
J., decided a question under the Bankruptcy Act, 1914, 
Section 42 (1). The debtor was employed by a Swiss 
company and its subsidiary, an English company. The 
employment ended on March 31, 1940. On September 20, 
1940, he entered into an agreement with the companies, 
whereby the English company agreed to pay for compens- 
ation for loss of his employment, £5,500, to be paid to the 
persons according to conditions in the agreement. The 
debtor agreed not to engage in competing business for 10 
years. If he died not later than March 31, 1941, the com- 
pany were to make payments to the widow, and similar 
provision was made in the case of his later death, and on 
certain contingencies, payments were to be to his 
daughter. On March 5, 1942, the debtor was adjudicated 
bankrupt ; he died on May 12, 1942. The Official Re- 
ceiver, as trustee, claimed the sums payable to the widow 
and daughter. Uthwatt, J., rejected the claim. He said 
it was the company, not the debtor, who made the pro- 
vision for the wife and daughter. The intention was that 
they alone should be the recipients. It was impossible to 
find an implied term under which the debtor was to have 
a right to intercept the payment. The debtor could not 
change his mind and lay hands on the money. The argu- 
ment that the settlement was void as against the trustee 
on the ground that it was voluntary and made within 
two years of bankruptcy was also dismissed. It was 
alleged that the transaction could be split up into two 
elements, first, the acquisition of a chose in action by the 
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debtor, and second, his simultaneous assignment of that 
chose in action. But, said Uthwatt, J., this transaction 
could not be so dissected. The debtor never became 
entitled to anything but the right to require payment of 
the sums to third parties. The right was now vested in 
the trustee. No settlement was made (as defined by the 


The Emergency 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime enact- 
ments and Orders which most concern the accountant. The 
forty-fourth instalment is given below. The summaries 
ave not intended to be exhaustive, but only to give the main 
content of an Act or Order, the full text of which should 
be consulted if details are required. 


ORDERS 


COURTS 
No. 1113/L.22. Courts (Emergency Powers) Rules, 1943. 

Revised rules are laid down for procedure under the 
Courts (Emergency Powers) Act, 1943, and the Defence 
(Evacuated Areas) Regulations, 1940. Previous Rules 
are revoked. 

(See Accountancy, September, 1940, page 320, and 
May, 1941, page 147.) 

EMPLOYMENT 
No. 1173. Control of Employment (Notice of Termination 
of Employment) Order, 1943. 

The employer must notify the employment exchange 
in writing of the termination, or the giving or receiving 
of notice to terminate, the employment of a male person 
between 18 and 65, or of a female between 18 and 

60. Exceptions include persons called up for National 
Service, and persons normally employed for less than 20 


’ hours a week. 
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Act) in which the debtor ever had any interest. On the 
true construction of the agreement, payment to the widow 
and daughter was due fot the performance of the agree- 
ment notwithstanding that the trustee required payment 
to be made to him. The widow and daughter were 
entitled to any sum so paid to their use. 


Acts and Orders 


' . EXCESS PROFITS: TAX 
No. 1135. Excess Profits Tax Regulations, 1943. 

When a direction is made by the Commissioners of 
Inland Revenue against which an appeal lies to the 
Special Commissioners, notice must be given to the tax- 
payer affected. Notice of intention to appeal may then 
be given to the surveyor within 30 days, specifying the 
grounds of appeal. 

(See AccounTANCY, June, 1943, page 177.) 

EXPORTS ; 
No. 1116. Export of Goods (Control) (No. 7) Order, 1943. 

Further amendments are made in the list of goods 
subject to export control. 

(See Accountancy, July, 1943, page 200.) 

LIMITATION OF SUPPLIES 
No. 909. Limitation of Supplies (Miscellaneous) (No. 21) 
Order, 1943. 

The control of “‘ miscellaneous ’’ supplies is continued, 
with slight modifications, for the period August 1, 1943, 
to January 31, 1944. 

(See AccounTANCY, July, 1943, page 200.) 

RETAIL BUSINESSES 
No. 1065. Location of Retail Businesses Order, 43. 

A bespoke tailor is deemed to carry on business at 
premises occupied by him and used for measuring custo- 
mers or for fittings. 

(See Accountancy, June, 1943, page 177.) 
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RESULTS OF EXAMINATIONS | 
JULY, 1943 
Passed in Final 


Order of Merit 


QweNn, Jack, Borough Treasurer’s Department, 
Bromwich. (First Certificate of Merit and Prize). 

ALLEN, Wiitttam Epwarp, City Treasurer’s Department, 
Cardiff. (Second Certificate of Merit). - 


Alphabetical Order 


wer = 8 ARCHIBALD WILLIE, Deputy Borough Treasurer, 

ou 

BRASSINGTON, RosEMARY BENNETT, Clerk to J. Paterson 
Brodie (J. Paterson Brodie & Son), Stoke-on-Trent. 

Bytes, Douctas Rousset, formerly Clerk to Buzzacott, 
Lillywhite & Co., Epsom. (Serving with H.M. Forces.) 

CAVANAGH, JAMES WitL1aM, Clerk to Porter, tthews 
and Marsden, Blackburn. 

Dean, Auprey Devereux, Clerk to W. G. Lithgow 
(W. G. Lithgow & Co.), Southport. 

ELLerton, Eric Ross, County Accountant’s Department, 
Derbyshire County Council, Derby. 

FaGan, Patrick OLIveR PLunKETT, Clerk to W. A. Kenny 
(Purtill & Co.), Dublin. 

Fraser, Norman, Clerk to Hodgson, Harris & Co., Hull. 

GALLON, GErorrREy, Clerk to Paul Lazzari, Newcastle- 
upon-Tyne. 

acer, ~~ Vames aeslomaeee, Clerk to Messenger & Kirkman, 


West 


HomeEsHAw, ALAN Harry, Clerk to R. C. Biddle, Birmingham 

KELLY, FREDERICK GEORGE, Clerk to J. B. Bolton, Douglas, 
Isle of Man. 

SHANAHAN, Puitip Leo Rapuazt, B.Comm., formerly Clerk 
to M. F. Quillinan, Cork. 

— _— AmBrRosE, Clerk to Solomon, Hare & Co., 

ris to . 

SPRECKLEY, JoHN Lewis, Clerk to Price, Waterhouse & Co., 
London. 

STRATFORD, RonaLtp Ernest, formerly Clerk to Baggaley, 
Oakes & Co., London. (Serving with H.M. Forces.) 

Topp, Witt1am Joun, Clerk to John McCullough & Sons, 


| Wits, EDWARD jaune BuRLanpD, Deputy Borough Treasurer, 


Reigate. 
Wincn, GLapys Mary, Audit Department, Co-operative 
Wholesale Society, Ltd., London. 
SUMMARY :— 
2 Candidates Awarded Honours. 
19 Candidates Passed. 
27 Candidates Failed. 


48 Total. 
Passed in Intermediate 
Order of Merit 
GREENWAY, BERNARD ARTHUR, Borou 
ment, West Bromwich.. (Firs? 
Alphabetical Order 
Bgprorp, WILLIAM ARTHUR, Clerk to W. J. Padget (Davey 
& Padget), Wakefield. 


th Treasurer’s 
Certificate). 
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Boxatt, Ropert WittiaM Gorpon, Sette SS ts 
(Gough, Sem-& Clare), 
a ee se. Gackt One: Gatien boo. 


Brown, Norman Lestie, Clerk to R. Cairns (F. W. Clarke 
& Co.), Leicester. 
Busu, Rex, Clerk to Sir Thomas Keens (Keens, Shay, Keens 
¥ Co.), Luton. 
Bus, Victor Grorce, Clerk to Deloitte, Plender, Griffiths 
& Co., London. 
CHALMERS, Wiitram Hutcuison, Clerk to A. M. Wilson 
(James Condie & Co.), Dunfermline. 
ar REGINALD GEORGE, Clerk to R. M. M. McLaren 


curry, Leon Co.), London. 
INARD JouN, Clerk to Wilkinson, Chater & Co., 


cule ey Seinen Cokin Wt: H. Curry, Bradford. 

Davis, JaMEs, Clerk to Horsfield & Smith, Bury, Lancs. 

Day, Mary AcatHa Saran, Clerk to L. ‘Dudbridge (Ss. J. 
Dudbridge & Sons), Stroud, Glos. 

Dotan, PETER James, Clerk to B. G. Marchant (Priest, 
Marchant & Co.), London. 

Evans, THomas GERAINT, Clerk to Alfred S. John, Pon 

FAIRHEAD, HAROLD NESLEN, Clerk to Lovewell, Blake & Co., 
Great Yarmouth. 

FARQUHARSON, ALAN CHARLES, Clerk to H. Green (Charles G. 
Clark & Co.), London. 

—— IRENE May, Clerk to Ferguson-Davie & Co., 

ndon. 

GARDNER, COLIN Epwarp, Clerk to S. W. Clarke (Clarke & 
Clarkson), Lancaster. 

Gass, SAMUEL Victor, Clerk to Ww. L. H. Rodden, Sinclair 
& Co., Belfast. 

Gutarie, Davin Dawyck, Clerk to James Condie & Co., 
Dunfermline. 


Hm, Witi1aM GrorceE, Clerk to Lewis & Mounsey, London. 
Hottoway, FRANK, Clerk to Frank Hall, Leeds. 

Hunkin, JOHN LLEWELLYN, Clerk to G. ‘A. Watkins, Neath. 
HusBanp, Cotin MEREDITH, Clerk to D. H. Husband, Cardiff. 
KNowLson, ALBERT Denton, Clerk to Thomas Eaves 

(Thomas Eaves & Co.), Liverpool. 

Law, Epwarp Ernest Ceci, Clerk to A. j. Walkey (Cooper 
\  & Kenny), Dublin. 

Le1cH, SIDNEY WALTER, Clerk to Jones, Crewdson & Youatt, 

*Manch 


ester. 
Practising Me gies Feltham. 
MacketTt, ANNE Sytvia, Clerk to H. 


O. Johnson (Mundy, 

Brewer & Johnson), Bath. 

MASTERTON, Epwna, Clerk to A. G. Willis & Co., London. 

MILLARD, ALBERT ALMOR, with Walter Hunter, Bartlett, 
Thomas & Co., Newport, Mon. (Serving with H.M. Forces.) 

MuRCH, Gnorrney ARTHUR, City Treasurer’s Department, 
Plymou 

Oversury, DeRycK ARTHUR, Clerk to Fred Hargreaves 
(Fred Hargreaves & Co.), Manchester. 

PrGc, LEonaRD Foster, H.M. Inspector of Taxes, London. 


Loker, HORACE, 


PERKINS, GERTRUDE SARAH Maup, Clerk to E. Watts (E.. 


Watts & Co.), London. 
Perry, GEorGE Henry, Clerk to A. Allen (Rawlinson, Allen 
& Belfast. 


White), 
Pricz, GRAHAM Maurice, Clerk to Agar, Bates, Neal, King 
& Co., ham. 


Birming' 

RAPHAEL, GEORGE Brian, Clerk to P. S. Bass (Lawther, 
Bass & Co.), Belfast. 

STEPHENS, WILLIAM Henry, Borough Treasurer’s Depart- 
ment, Gillingham, Kent. 

Sutton, Ivor JosEpn, Clerk to ‘H. Davies (H. Davies & Co.), 
Wolverhampton. 

Swan, DovucGias rane, § — to G. F. Foulston (Keens, 

Shay, Keens & Co.), Lu 

THompson, NEVILLE + heme Clerk to Joseph Turner (A. 
Nixon, Son & Turner), 

Trease, Dorotxy, Clerk to J. H. Trease (W. & J. H. Trease), 
Nottingham. - 


SUMMARY :— 
1 Candidate awarded Honours. 
43 Candidates Passed. 
88 Candidates Failed. 


132 Total. 
— ° 


s 
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Passed in Preliminary 
Alphabetical Order 
Batss, Cyrit Jonn, 16, Dale Road, Derby. 
Brown, Joun Henry, 31, Abbey Road, Llandudno. 


CHRISTIAN, WitttaM BERKELEY, 12, Upper Cherryfield 
Avenue, Sandford Road, Dublin. 

Cocxincs, Peter Grorcse, 32, Links Road, Westham, 
Weymouth, Dorset. 

Copp, Lzs.iz, Ingledene, Old Road, Middlestown, Wakefield. 

Da.ien, Norman, 58, Ashton Road, Moordown, Bourne- 
mouth, Hants. 

Davis, JoHN FrEepeErick, 58, Headley Park Road, Bristol, 3. 

Dicxin, STANLEY LEONARD, 21, Rectory Gardens, Hornsey, 
London, N.8. 

Dunn, CamMERoN Haywoop, 8, Clyde Street, Blackpool. 

Evans, JOHN Parry, 42, St. Peter's Street, Islington, 
London, N.1. 

Fish, BERNARD ANTHONY, 9, Norfolk Road, New Barnet, 

erts. 


Goipstraw, Haroxp, 3, Carlton Terrace, Leek, Staffs. 

GoopygearR, ALAN Lioyp, 28, Ackroyd Avenue, Gorton, 
Manchester. 

HANLEY, ALFRED PETER, 24, Hornby Road, Stretford, 
Manchester.” 

Howimes, GEOFFREY WINsTON, 13, Vine Street, Fenby Avenue, 
Dudley Hill, Bradford. 

Jackson, Brian. Matcoim, 21, Havencrest Drive, Scraptoft 
Lane, Leicester. 

KENDALL, GEOFFREY Morais, 51, Minehead Street, Leicester. 

KIL_EeRBy, Irvin, 46, Springhead Road, Thornton, Bradford. 

Kitson, ARTHUR WILLIAM, 61, Ashridge Way, Sunbury-on- 
Thames, Middlesex, 

-Macautay, CHARLES JaMEs, Clondevon, 73, Strand Road, 
Sandymount, Dublin. 

Moore, Rosert, 61, Albert Place, Ballymena. 

PatMER, LAURENCE ALFRED, 13, Moorsyde Crescent, Sheffield. 

PaRKER, GORDON TURNER, 134, Newbridge Lane, Old 
Whittington, Chesterfield. 

PowELL, ALBERT CHRISTOPHER, 47, Lanchester Road, 
Kings Norton, Birmingham. 

ReGcan, Epwarp, -46, Conway View, Leeds. 

Reynotps, Norman Donacp, 1, Talbot Road, Bearwood, 
Smethwick. 

Ropiey, Kevin Cyr, 377, Bowling Old Lane, West 
Bowling, Bradford. 

ScRIVEN, JoHN BENFIELD Pearce, 28, Wakeham, Portland, 
Dorset. 


SIDWELL, JosEPH ALAN, 16, Alliance Way, Coventry. 

SPEECHLEY, CLIFFORD, 17, Northcliffe Avenue, Thornton, 
Bradford. 

TARRANT, GEORGE Hosson,"4, East Grove, Sherwood Rise, 
Nottingham. 

Tay.Lor, Dennis WALTER MULLIN, 8, Priory Avenue, Sharrow, 
Sheffield. 

Tuompson, Cyrit, 23, Charles Street, Wolverhampton. 

TURNER, DonaLp FRANK, 7, Myrtle Grove, Quarmby, 
Huddersfield. 

Waker, Norman, 14, _ Byron Street, Easington Colliery, 
Co. Durham. 

WI1tIs, GEOFFREY Sends, 7, Westfield Road, Wellingborough. 


SUMMARY :— 
— Candidate Awarded Honours. 


36 Candidates Passed. 
53 Candidates Failed. 


89 Total. 
— 


EXAMINATIONS 


Candidates for the December Examinations of the 
are reminded that their completed applications must 
the at Incorporated Accountants’ Hall not later 
than Monday, October 25, 1943. 

The examinations will be held on gg: ple —— rw 
Wednesday, December 20, 21 and 22, 1 at Taunton 
reed Somerset, and in Southport, Glasgow, Dublin and 


| | | 
4 
aa 
a | 


20 : ‘ ACCOUNTANCY 


LONDON STUDENTS’ SOCIETY 


Syllabus of Lectures, Autumn Session 1943 
The following programme has been arranged, and it is 
hoped will be supported by all available members of the 

Students’ Society. The members of the London District 

Society are cordially invited to the meetings. 

Wednesday, October 13, at 4.30 p.m.: ‘“‘ Deduction of Tax 
from Salaries and Wages.’’ By Mr. H. A. R. J. Wilson, 
F.S.A.A., F.C.A. 

Tuesday, November 9, at 4.30 p.m.: “ E.P.T. Problems.” 
By Mr. H. Heathcote-Williams, M.A., Barrister-at-Law. 

Thursday, December 9, at 4.30 p.m.: ‘‘ Taxation of Farming 
Profits.’’ By Mr. Joseph Stephenson, O.B.E., F.S.A.A. 


DISTRICT SOCIETIES 
LONDON 

At the annual meeting held on September 23, Mr. W. 
Norman Bubb, Chairman, presided. The accounts for the year 
to March 31, 1943, were adopted, the retiring members of 
the Committee were re-elected, and Mr. A. V. Huson and Mr. 
J. A. Jackson were elected as new members of the Committee. 
Mr. C. B. Hewitt, F.S.A.A., was re-elected Hon. Auditor. On 
the motion of Miss S. G. Lange the meeting adopted a cordial 
vote of thanks to Mr. Norman Bubb, the retiring Chairman, 
for his services during the past year. ‘ 

Subsequently, the following officers were appointed by the 
Committee : Chairman, Mr. J. Scott-Moore ; Vice-Chairman, 
Mr. F. Martin Jenkins; Hon. Treasurer, Colonel W. A. 
Sparrow, and Secretary, Mr. A. A. Garrett. 


MANCHESTER 

The annual general meeting was held on August 26 and 
thereafter the Committee elected as President Mr. Alfred 
Southern, and as Vice-President, Mr. Frank Harrap. 

Following medical advice, Mr. Halvor Piggott, F.S.A.A., 
felt it necessary to resign the Honorary Secretaryship which 
he‘had held for seven years, after being Assistant Secretary. We 
join with the Manchester members in expressing cordial 
thanks to Mr. Halvor Piggott for his valuable services and 
regret at his resignation of an office which had previously been 
in the hands of his late father, Mr. Arthur E. Piggott, for 
over half a century. We hope Mr. Piggott’s health may be 
completely restored. 

The new Hon. Secretary is Mr. C..Yates Lloyd, F.S.A.A., 
2, Cooper Street, Manchester. 


SCOTTISH NOTES 
Retirement of Professor Annan 

At a recent meeting of the University Court of the Univer- 
sity of Edinburgh, the retirement under the age-limit of 
Professor William Annan, M.A., C.A., was intimated. Pro- 
fessor Annan succeeded the late Professor Laird in the Chair 
of Accountancy and Business Methods in 1927. He is a part- 
ner in the firm of Graham, Smaft and Annan, C.A., of Edin- 
burgh and London, and his wide experience as a practising 
accountant has contributed much to his successful occupancy 
of the University Chair of Accounting. After consultation 
with the Council of the Society of Accountants in Edinburgh, 
arrangements have been made for the classes to be continued 
during the next academic year, but it is not proposed to make 
an appointment to the Chair meantime. 


PERSONAL NOTE 


Mr. S. N. Mukherji, Incorporated Accountant, announces 
that he is now practising at 1b Old Post Office Street, Calcutta, 
under the style of S. N. Mukherji and Co. 


OBITUARY 
JOHN MacLAREN BIGGAR 

The Association of Certified and Corporate Accountants has 
sustained a grievous loss by the death of Mr. J. MacLaren 
Biggar, F.L.A.A., Lord Provost of Glasgow and a Past 
President of the Association. Mr. Biggar was 68 years 
of age. He commenced public practice in 1910, after a 
period in the office of a Glasgow firm of Chartered Accoun- 
tants, and became a member of the Association in the follow- 
ing year. He was a member of the Association’s Council from 
1919 until his death, and held the office of President from 
1924 to 1928 and again in 1933, at the time of the International 
Congress on Accounting in London. Mr. Biggar was one of 
the Association’s representatives at this Congress as well as 
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at the earlier Con held in Amsterdam and New York, 
and at the Jubilee celebrations of the American Institute in 
1937. His wide interests included such diverse matters as 
education, the co-operative movement, and farming. He was 
elected to the Glasgow City Council in 1929, and had been 
Lord Provost since 1941. 

CHARLES ROBERT KENNETH FAY 


The sympathy of members of the Society of Incorporated - 


Accountants, of members of the Students’ Society, and of his 
colleagues will be extended to Mr. James C. Fay, the Society’s 
Chief Clerk and Secretary of the Incorporated Accountants’ 


Students’ Society of London and District, on the loss of his. 


youngest son, Sergeant Charles Robert Kenneth Fay, 
who, we much regret to report, was killed in action in August 
last during air operations. Sergeant Fay joined the 
R.A.F.V.R. shortly after leaving St. Paul’s School in 1940. 
He then underwent a long course of training overseas and 
at home before proceeding abroad, where, with others in his 
air-crew, he gallantly lost his life. 


SITUATIONS VACANT 


A\ tor vacancies are invited from qualified accountants 


for vacancies in a Government Department in con- 

nection with the accounts, costs and audit of under- 
takings engaged on the production of essential stores. Appli- 
cants must be mobile and prepared to serve in any part of 
the country. 

Several posts are available, falling into three main categories 

which require the following qualifications. 

1. Extensive professional experience involving both the 
preparation and the critical examination of reports and 
accounts, preferably of important industrial under- 
takings. 

2. Costing experience (in two cases knowledge of textile 
manufacture necessary). 

3. General audit experience. ~ 

The posts carry salaries between £400 and £800 p.a. (plus 

war bonus) according to qualifications and experience. 

Written appligations (no “personal calls), stating age, 

experience, professional qualifications, industrial history and 
name and address of present employer, and quoting a.pD. 1612 
should be addressed to : 
Ministry of Labour and National Service, 
Appointments Department, 
Sardinia Street, London, W.C.2. 


VERSEAS EMPLOYMENT: THE SUDAN RAIL- 
WAYS require a SENIOR ACCOUNTANT, aged 30 
to 35, for senior pensionable post, in first instance on 

two years’ probationary contract at £E.600-700 per annum, 
according to age and qualifications ({E.1={£1 Os. 6d.). First 
class professional and educational qualifications. Preference 
given if experiénced in administrative or executive finance 
in manufacturing or public utility undertaking. Prospects 
of early promotion for right man. Free passage on appoint- 
ment. Strict medical examination. No income tax is payable 
in the Sudan at the present time. Successful candidate, if 
married, would not be able, for the period of the war, to take 
his wife with him to the Sudan. Written applications (no 
interviews), giving full particulars of age, National and 
Armed Forces Registration numbers, qualifications, ex- 
perience, and name of present employers, should be sent to 
THE SECRETARY, OVERSEAS MANPOWER COMMITTEE (Ref. 
1077), Ministry of Labour and National Service, Alexandra 
House, Kingsway, London, W.C.2. 


for an important Department in the Tropics. One or 
two must have had shipping experience and be well 
acquainted with shipping procedure and shipping accounts. 
The vacancies are open to men under 35 who have been dis- 
charged from the Forces, or are ineligible for service in the 
Forces, but who are fit to live and work in tropical climate. 
Salary: About {£550 a year to start, with certain foreign 
service allowances. Written applications (no interviews), 
giving details of age, National and Armed Forces Registration 
numbers, qualifications, experience, and name of present 
employers, should be sent to The Secretary, Overseas Man- 
wer Committee (Ref. 605), Ministry of Labour and National 
rvice, Alexandra House, Kingsway, London, W.C.2, 


()) "tor an in EMPLOYMENT: Accountants are needed 
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